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HON.  FRED  L.  BLACKMON,  Representative  from  Alabama. 

HON.  VICTOR  MURDOCK,  Representative  from  Kansas. 

HON.  JOSEPH  STEWART,  Second  Assistant  Postmaster  General. 

James  F.  Belford,  secretary  to  March  1,  1913. 

Malcolm  Johnston,  secretary  from  March  1,  1913. 


AUTHORIZATION  OF  JOINT  COMMISSION  ON  PNEUMATIC  TUBES. 

[From  acts  making  appropriations  for  the  service  of  the  Post  Office  Department  for  the  fiscal  years  ending 

June  30,  1913,  1914,  and  1915.] 

Provided,  That  a  commission  consisting  of  two  members  of  the  Committee  on  Post 
Offices  and  Post  Roads,  United  States  Senate,  and  two  members  of  the  Committee 
on  the  Post  Office  and  Post  Roads,  House  of  Representatives,  to  be  appointed  by  the 
chairmen  of  the  respective  committees,  and  the  Second  Assistant  Postmaster  General, 
is  hereby  authorized  to  investigate  the  feasibility  and  desirability  of  the  Government 
purchasing  and  operating  the  equipment  for  pneumatic -tube  service  in  the  cities  in 
which  such  service  is  now  installed,  together  with  rights  to  operate  and  extend  equip¬ 
ment  in  such  cities  and  elsewhere,  and  to  ascertain  the  cost  at  which  such  purchase 
may  be  made.  The  employment  of  expert  and  other  assistance  is  authorized,  and 
the  expense  of  such  and  of  the  inquiry  shall  be  paid  from  the  appropriation  for  service 
by  pneumatic  tubes,  and  said  commission  shall  make  a  report,  with  recommendations, 
to  Congress  at  the  earliest  practicable  date. 

Approved,  August  24,  1912. 

Provided,  That  the  personnel  of  the  membership  of  the  committees  and  commissions 
created  and  provided  for  in  sections  one  and  eight  of  the  act  entitled  “An  act  making 
appropriations  for  the  service  of  the  Post  Office  Department  for  the  fiscal  year  ending 
June  thirtieth,  nineteen  hundred  and  thirteen,  and  for  other  purposes,”  approved 
August  twenty-fourth,  nineteen  hundred  and  twelve,  shall  continue  with  the  same 
authorities,  powers,  and  provisions  for  expenses  until  final  report  is  made  to  Congress, 
which  shall  be  made  on  or  before  March  fourth,  nineteen  hundred  and  fourteen. 

Approved,  March  4,  1913. 

That  the  personnel  of  the  membership  of  the  committees  and  commissions  created 
and  provided  for  in  sections  one  and  eight  of  the  act  entitled  “An  act  making  appro¬ 
priations  for  the  service  of  the  Post  Office  Department  for  the  fiscal  year  ending  June 
thirtieth,  nineteen  hundred  and  thirteen,  and  for  other  purposes,’’  approved  August 
twenty -fourth,  nineteen  hundred  and  twelve,  shall  continue  with  the  same  authorities, 
powers,  and  provisions  for  expenses  until  fi.nal  report  is  made  to  Congress,  which  shall 
be  made  on  or  before  December  first,  nineteen  hundred  and  fourteen. 

Approved,  March  9,  1914. 


1  Senator  Guggenheim  resigned  as  chahman  and  as  a  member  of  the  commission  on  Mar.  1, 1913,  his  term 
as  Senator  expiring  Mar.  3, 1913,  and  Senator  Smith  was  elected  chairman  to  succeed  him.  Senator  Bradley 
v/as  appointed  to  succeed  Senator  Guggenheim  as  a  member  of  the  commission. 

2  Senator  Bradley  died  May  23, 1914.  No  successor  was  appointed. 
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REPORT  OE  THE  JOINT  COMMISSION  OF  CONGRESS  AUTHORIZED  TO 
INVESTIGATE  THE  FEASIBILITY  AND  DESIRABILITY  OF  THE  GOV¬ 
ERNMENT  PURCHASING  AND  OPERATING  PNEUMATIC  TUBES  FOR 
MAIL  SERVICE.  ETC. 


Pursuant  to  autlioiity  of  law,  the  joint  commission  made  extensive 
investigations  into  the  subject  of  the  use  and  operation  of  pneumatic 
tubes  for  maH  service  now  under  contract  between  the  companies 
which  buHt  such  tubes  and  the  Postmaster  General,  and  into  the  cost 
of  construction,  maintenance,  and  operation  of  such  tubes  and  mad 
service,  and  have  the  honor  to  report  as  foHows: 

The  record  of  the  hearings  and  of  the  several  reports  of  expert 
accountants  and  of  the  special  engineer  employed  by  the  Government 
to  assist  in  said  inquiry  is  set  forth  in  the  printed  volume  ‘‘Hearings 
before  the  Commission  to  Investigate  the  Pneumatic  Tube  Postal 
System,”  Washington,  Government  Printing  Office,  1913,  to  which 
consideration  is  invited.  The  references  in  this  report  are  to  these 
“Hearings”  unless  othervdse  stated. 

Pneumatic  tubes  have  been  used  in  the  transmission  of  the  mails 
In  cities  for  a  period  of  over  20  years.  The  first  installation  of  a  large 
fhibe  to  expedite  first-class  mails  was  made  in  Philadelphia,  Pa., 
)  vhen  a  6-inch  tube  was  placed  in  operation  experimentally  Alarch  1, 
X  1893,  between  the  central  post  office  and  the  East  Chestnut  Street 
J  postal  station. 

n  The  service  has  been  extended  from  time  to  time  under  contracts 
y  mtered  into  by  authority  of  Congress  untH  at  the  expiration  of  20 
^ears  the  Post  Office  Depai’tment  has  an  S-inch  tube  system  in  six 
arge  cities,  one  line  of  10-inch  tubes  in  Boston,  Mass.,  and  a  short 
ine  of  6-mch  tubes  in  Philadelphia,  Pa.,  with  a  total  mileage  of 
•6.8452  miles,  at  an  annual  cost  for  service  thereby  of  $966,368.40 
•n  June  30,  1914. 

The  growth  of  the  service  is  shown  in  the  following  table  giving 
he  mileage  of  pneumatic-tube  service  in  operation  on  June  30  of 
ach  vear  from  1893  to  1913,  viz: 


Grou'th  of  pneumatic-tube  service,  1893-1913. 


fiscal  year  ending 
June  30 — 

Pneumatic-tube  service  in  operation,  etc.,  in — 

Total 

length. 

T  otal  pay 
per  annum. 

Rate 

per 

mile. 

Phila¬ 

delphia. 

Boston. 

New 

York. 

Chi¬ 

cago. 

St. 

Louis. 

Brook- 

Lti. 

93 . 

Mites. 

0) 

0. 55 
.  55 
« oo 

•  00 
1.46. 
1.46 

Miles. 

Miles. 

Miles. 

Miles. 

Miles. 

Miles. 

0. 55 
.  55 
.  55 
•  00 

,  DO 

8.05 

8.05 

94 . 

.$4, 000. 00 
3, 450. 00 
3,450.00 
3,4-50.  00 
232, 085. 00 
222, 266. 00 

.$7, 272. 00 
6, 200. 00 
6, 200.  00 
6, 200. 00 
28, 830. 00 
27,610.00 

95 . 

% . 

97 

98  . 

99  . 

0. 74 
.74 

5.85 

5. 85 

1  2\Iarcli  1,  general  post  oflice  to  East  Chestnut  Street  Station  (experimental). 
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t  c  c#  «  «  c»  c  c  r  r  t. 

• _ '  z  e  _ c  «  ^ 


Fiscal  year  ending 
June  30— 

Pneumatic-tube  service  in  operation,  etc.,  in — 

Total 

length. 

Total  pay 
per  annum. 

Phila¬ 

delphia. 

Boston. 

New 

York. 

Chi¬ 

cago. 

St. 

Louis. 

Brook¬ 

lyn. 

1900 . 

Miles. 

1.46 

1.46 

(9 

1.382 

1.382 

1.382 

4.002 

3.9 

6.022 

7.  9095 
9.987 

9. 9999 
9.  9999 
9. 9999 

Miles. 

0.74 

.74 

(9 

4.  26 
6.89 

6. 89 
6.89 
6.652 
6. 652 
6.652 
6. 774 
6.  774 
6.774 
6. 774 

Miles. 

5. 85 
5.85 
(9 

6.853 

6.  853 

6. 853 

6.  853 
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9. 3998 
20.3987 
21.2763 
25. 173 
25. 173 
25. 781 

Miles. 

Miles. 

Miles. 

Miles. 

8.05 

8.C5 

(9 

'  12. 495 
15.125 
26.  095 
28. 715 
26.  542 
31.3338 
45. 6667 
50. 5396 
54.  4492 
54.8451 
55. 4946 

$222,266. 00 
222, 266. 00 
(9 

201,095.00 
218, 470. 00 
401,023.  00 
445,563.00 
451,219.00 
532, 679.  00 
776, 339.  04 
8.59,173.20 
925, 636.  40 
9.32,366.  70 
943, 408. 00 

1901 . 

1902  . 

1903  . 

(9 

(9 

(9 

1904 . 

1905  . 

1906  . 

19C7 . 

1908  . 

1909  . 

1910  . 

1911  . 

1912  . 

1913  . 

8.  88 
8.88 
7.31 

7.  41 
7.41 

9.  2058 
9. 2058 
9.6017 
9. 6017 

2.09 

2.09 

1.68 

1.85 

1.9465 

1.9465 

1.9465 

1.9465 

1.988 

1.35 

1.35 

1.35 

1.35 

1.35 

Rate 

per 

mile. 


$27,610.00 

27,610.00 

(0 

16,094.00 
14, 444.00 
15,367.00 
15,516.00 
17,0(0. 00 
17,000.00 
17,000.00 
17, 000.00 
17,000.00 
17,000.00 
17,000.00 


1  No  appropriation;  all  service  discontinued. 

The  following  is  a  statement  for  each  city  of  the  contracting  com¬ 
pany,  term  of  contract,  and  the  points  and  distances  between  which 
tubes  are  laid  and  service  is  performed.  This  is  compiled  from  the 
records  of  the  department  as  of  June  30,  1914,  and  shows  some 
changes  and  extensions  wliich  are  not  indicated  in  the  printed  testi¬ 
mony  before  the  joint  commission. 
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The  mileage  of  double  lines  of  tubes  in  the  several  cities  where 
service  is  now  under  contract,  and  the  annual  cost  of  service,  on  June 
30,  1914,  is  shown  in  the  following  table: 


Mileage  of  double  lines  of  tubes  contracted  for  and  in  operation  for  mail  service  June  SO, 

1914. 


City. 

Contractor. 

Total  service  contracted 
for — 

Total  service  in  opera¬ 
tion  June  15,  1914. 

Length. 

Amiiial  pay. 

Length. 

Annual  pay. 

Boston . 

Boston  Pneumatic  Transit  Co.. 

Miles. 

6.6523 

$113,099.10 

Miles. 

1  6.  7740 

$115,158.00 

New  York . 

New  York  Pneumatic  Service 

28. 6401 

486, 881.70 

26. 699 

4,53,8.82.00 

Brookivn . 

Co. 

. do. . . 

1.350 

22,950.00 

170,493.00 

3a5,422.00 

1.3500 

22, 950. 00 

Philadelphia . 

Pneumatic  Transit  Co . 

10. 029 

9. 9999 

169;  998. 30 
170,583.10 

Chicago." . 

Chicago  Postal  Pneumatic  Tube 

17.966 

10.  a343 

St.  Louis . 

Co. 

St.  Louis  Pneumatic  Tube  Co.. 

3. 470 

54,821.15 

1.9880 

33,796.00 

Total . 

68. 074 

1,153,656.95 

56. 8452 

966,368.40 

1  Service  in  operation  in  excess  of  original  authorization  due  to  changes  in  site  of  postal  stations  and 
subsequent  extensions,  0.1217  miles;  annual  pay,  $2,068.90. 


A  brief  history  of  the  development  of  pneumatic-tube  mail  service 
in  this  country  is  given  in  Appendix  A. 

INVENTORIES  OF  PNEUMATIC-TUBE  PROPERTIES. 

The  pneumatic-tube  companies  operatmg  the  service  under  con¬ 
tract  filed  with  the  commission  inventories  of  pneumatic-tube  lines 
and  other  property  owned  by  said  companies.  These  inventories 
mclude  an  enumeration  of  the  lines  of  tubes  laid  through  which  mail 
service  is  performed,  giving  date  of  installation  and  the  condition  of 
line ;  of  all  machmery ,  apparatus,  and  appurtenances  employed  in  the 
operation  of  the  service,  the  year  of  installation,  where  practicable,  and 
the  cost  and  condition  of  the  same ;  and  a  list  of  patents  held  and  con¬ 
trolled  under  which  the  companies  claim  protection. 

These  inventories  of  lines  and  equipment  are  found  hi  the  pruited 
evidence  as  follows : 

For  New  York  and  Brooklyn,  N.  Y.,  pages  287  to  290,  inclusive. 

For  Philadelphia,  Pa.,  pages  300  to  311,  inclusive. 

For  Chicago,  Ill.,  pages  327  to  329,  inclusive. 

For  Boston,  Mass.,  pages  364  to  366,  inclusive. 

For  St.  Louis,  Mo.,  pages  370  to  371,  inclusive. 

The  hst  of  patents  of  the  American  Pneumatic  Service  Co.  is  found 
on  pages  34  to  39,  inclusive. 

The  list  of  patents  for  the  exclusive  license  for  using,  selling,  or 
operating  in  the  city  of  Philadelphia  by  the  Pneumatic  Transit  Co. 
is  found  on  pages  115  and  116  and  pages  211  and  212. 

In  case  of  purchase  by  the  Government,  the  terms  of  sale  slioiild 
include  all  necessary  rights  under  these  patents  and  aU  patents  sub- 
sequentl}^  granted  to  the  parties  in  interest  or  any  of  them,  to  use  any 
machinery  or  device  covered  thereby  for  the  purposes  of  transporta¬ 
tion  and  handling  of  United  States  mails. 
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The  franchises  under  which  the  pneumatic-tube  companies  are 
operating  in  the  several  cities  are  set  forth  in  the  printed  testimony^ 
as  follows: 

For  Boston,  Mass.,  on  pages  387  and  388. 

For  New  York  and  Brooklyn,  N.  Y.,  on  pages  388  to  391,  inclusive. 

For  Philadelphia,  Pa.,  on  pages  399  to  401,  inclusive,  and  on  pages  114  and  115. 
For  Chicago,  Ill.,  on  pages  391  to  398,  inclusive. 

For  St.  Louis,  Mo.,  on  pages  398  and  399. 

The  following  indicates  the  terms  of  the  franchises  with  respect  to 
the  principal  features  as  to  use,  control,  expiration,  etc. : 

Tubes: 

Boston,  no  limitation  on  the  size. 

New  York,  diameter  not  to  exceed  3  feet,  under  New  York  Mail  &  Newspaper 
Transportation  Co.  charter. 

Chicago,  8  inches. 

St.  Louis,  no  limitation. 

Philadelphia,  no  limitation. 

Use: 

Boston,  carriage  of  mail,  messages,  merchandise,  and  other  articles. 

New  York,  letters,  parcels,  packages,  mails,  messages,  and  other  property. 
Chicago,  restricted  to  United  States  mails. 

St.  Louis,  restricted  to  United  States  mails. 

Philadelphia,  restricted  to  United  States  mails. 

Control: 

Boston,  commissioner  of  public  works. 

New  York,  commissioner  of  public  works. 

Chicago,  commissioner  of  public  works. 

St.  Louis,  board  of  public  improvements. 

Philadelphia,  department  of  public  works, 
llemoval : 

Boston,  city  council  may  requii’e  removal  at  any  time. 

New  York,  no  provision. 

Chicago,  no  provision. 

St.  Louis,  no  provision. 

Philadelphia,  no  provision. 

Kepairs  to  streets: 

Boston,  person  opening  surface  of  street  must  make  repairs  for  12  months. 

New  York,  streets  must  be  restored  and  maintained. 

Chicago,  deposit  covering  estimates  for  repair  costs  must  be  maintained. 

St.  Louis,  deposit  covering  estimates  for  repair  costs  must  be  maintained. 
Philadelphia,  repairs  must  be  maintained  for  three  years. 

Duration  of  franchise: 

Boston,  occupancy  of  streets  revocable  on  order  of  city  council. 

New  York,  25  years  from  1897. 

Chicago,  20  years  from  October  12,  1903,  with  right  of  purchase  after  October  12, 
1913.^ 

St.  Louis,  25  years,  presumably  from  June  10,  1903.  ^ 

Philadelphia,  no  term. 

Franchise  payments: 

Boston,  none. 

New  York,  Tubular  Dispatch  Co.  paid  2  per  cent  of  gross  earnings;  New  York  Mail 
&  Newspaper  Transportation  Co,,  |1  for  every  100  yards  of  tubes. 

Chicago,  3  per  cent  of  gross  revenue  for  the  first  four  years,  5  per  cent  of  the  gross 
revenue  for  the  remaining  16  years. 

St.  Louis,  none. 

Philadelphia,  none.  , 

Miscellaneous: 

New  York,  New  York  Mail  &  Newspaper  Transportation  Co.  has  contract  with 
Brooklyn  Bridge  for  period  terminating  March  1,  1922. 

From  the  leport  of  Mr.  Nathan  B.  Williams,  p.  378.  The  Chicago  franchise  pro¬ 
vides  that  at  the  expiration  of  the  grant  all  the  tubes  in  the  ground  shall  become 
the  absolute  property  of  the  city  of  Chicago.  (Franchise  to  Chicago  Postal  Pneu¬ 
matic  Tube  Co.,  p.  394.)  This  is  the  only  franchise  that  has  such  a  provision. 
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In  case  of  purchase  by  the  Government  of  the  tubes  laid  in  Chicago, 
Ill.,  the  city  of  Chicago"  should  release  to  the  United  States  aU  claims 
for  reversion  or  other  rights  reserved  under  the  charter  granted  the 
Chicago  company. 

CONDITION  OF  PNEUMATIC  TUBES  AND  MACHINEEY  AND  APPARATUS. 

In  addition  to  the  detailed  statement  required  from  the  pneumatic 
tube  companies  as  to  the*  date  of  installation  and  the  condition  of 
tubes  and  machinery  the  commission  employed  a  mechanical  expert, 
Mr.  Alfred  Brooks  Fry,  consulting  engineer  and  superintendent  United 
States  public  buildings,  New  York  City,  to  make  a  detailed  examina¬ 
tion  of  and  report  upon  the  properties  and  their  condition.  His 
report,  with  exhibits,  including  reports  of  assistants,  is  set  forth  in 
full  on  pages  243  and  follovdng. 

In  general. — The  condition  of  the  tubes  laid  uiidergi’ound  could  be 
determined  only  by  an  examination  of  sections  removed  for  that 
purpose.  Such  physical  examination  of  underground  tubes  in  cities 
such  as  those  in  which  the  service  is  in  operation  if  carried  to  any 
great  extent  would  be  impracticable  because  of  time  required, 
derangement  to  the  Postal  Service,  and  obvious  expense.  Sections, 
however,  were  taken  up  in  New  York  and  Brooklyn  and  examina¬ 
tions  made  of  the  same,  as  well  as  examinations  made  of  sections 
theretofore  removed  in  other  cities.  In  some  cases  these  tubes  had 
been  laid  as  early  as  in  1898.  Their  general  condition  was  found  to 
be  good,  there  being  very  shght  internal  wear  and,  except  where 
peculiar  conditions  resulted  in  electrolytic  action,  no  appreciable 
deterioration  in  the  outward  structure  of  the  tubes  was  found.  The 
sections  removed  in  Brooklyn  were  from  locations  where  some  such 
electrolytic  action  on  the  tubes  might  be  anticipated  to  have  existed. 
This,  however,  was  confined  to  one  length.  The  loss  from  external 
rusting  was  found  not  material.  The  deepest  pit  due  to  electrolytic 
action  was  drilled  and  found  to  have  a  depth  of  only  sixteen-hun¬ 
dredths  of  an  inch  below  the  original  pipe  surface.  This  would  indi¬ 
cate  a  length  of  life  of  30  years  where  these  unfavorable  conditions 
exist.  However,  such  condition  is  not  a  common  one. 

The  reports  of  postmasters  as  to  the  number  of  stoppages  dmdng 
the  calendar  year  1912  indicate  that  the  mechanical  condition  was 
good. 

New  Yorle  and  BrooMyn,  N.  Y, — The  commission’s  mechanical 
expert  reported  the  condition  of  undergi’ound  tubes  in  New  York 
and  Brooklyn  to  be  good,  and  the  going  condition  of  the  plant  and 
apparatus,  including  the  properties  inventoried  by  the  company,  as 
verv  good,  subiect  to  the  notations  in  said  inventorv  (pp.  250  and 
287  to  290,  inclusive). 

PTiiladelpliia,  Pa. — The  commission’s  mechanical  expert  reported 
the  condition  of  underground  tubes  in  Philadelphia  to  be  good,  both 
externally  and  internally,  showing  only  very  slight  evidence  of  wear 
(p.  261),  and  the  going  condition  of  the  plant  and  apparatus,  includ¬ 
ing  the  properties  inventoried  by  the  company,  to  be  very  good, 
subject  to  the  notations  in  saicl  inventory  (pp.  260  and  261  and 
300  to  306,  inclusive). 

Chicago,  PI. — The  commission’s  mechanical  expert  reported  the 
condition  of  underground  tubes  in  Chicago  to  be  generally  good, 
both  externally  and  internally.  The  12-foot  length  of  tube  removed 
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for  examination  showed  somewhat  greater  wear  than  sections  removed 
in  other  cities.  There  was  noted,  however,  some  probal)le  leakage 
in  the  joints.  Vaults  were  found  in  fair  condition  except  as  to  drain- 
age  (pp.  268  and  269;  also  363  and  364).  The  going  condition  of 
the  plant  and  apparatus  was  found  to  be  in  less  favorable  condition 
than  that  in  other  cities.  The  reports  show  many  repairs  needed 
and  that  a  large  sum  of  money  will  be  required  to  place  the  plant  in 
first-class  oY)erating  condition  (pp.  268  and  337  to  350,  inclusive). 

Boston,  Mass. — The  commission’s  mechanical  expert  reported  the 
condition  of  underground  tubes  in  Boston  to  be  good.  A  thorough 
examination  of  the  external  surfaces  of  tubes  exposed  in  manholes 
and  in  streets  where  uncovered  by  excavations  for  the  construction 
of  subways  showed  practically  no  deterioration  on  account  of  cor¬ 
rosion  or  electrolysis.  Over  300  feet  of  10-inch  double  lines  of  tubes 
laid  in  1901  were  exposed  by  subway  construction  and  no  appreci¬ 
able  corrosion  from  any  cause  was  found.  Careful  examination  and 
measurements  were  also  made  of  interior  sections  of  tubes  removed 
from  lines  laid  in  1897  and  the  v/ear  in  general  on  the  tubes  by  reason 
of  carrier  friction  was  found  to  be  inconsequential  (pp.  274  and 
366  to  369,  inclusive).  The  going  condition  of  the  plant  and  appa¬ 
ratus,  including  the  properties  inventoried  by  the  company  (pp.  364 
to  366,  inclusive),  was  reported  to  be  very  good  (p.  274). 

St.  Louis,  Mo. — The  commission’s  mechanical  expert  reported  the 
condition  of  underground  tubes  in  St.  Louis  to  be  substantially  as 
good  as  when  first  installed.  This  is  based  on  freedom  from  stop¬ 
pages,  on  the  fact  that  the  St.  Louis  water  department  reports  no 
appreciable  damage  done  by  electrolysis  in  the  district  covered  by 
the  tubes,  that  voltmeter  tests  have  indicated  onlv  a  fraction  of  a 
volt  of  stray  current  pressure  found  anywhere;  and  that  the  soil 
through  which  the  St.  Louis  lines  are  laid  is  very  free  from  agents 
producing  chemical  action  in  cast-iron  pipe  (pp.  278,  371,  and  372). 
The  going  condition  of  the  plant  and  apparatus,  including  the  prop¬ 
erties  inventoried  by  the  company  (pp.  370  and  371),  was  found  to 
be  very  good  (p.  278). 

DEVELOPMENT  AND  EXPEEIMENTS. 

The  experiments  of  the  past  20  years,  and  particularly  those  of  the 
last  5  years,  have  resulted  in  the  development  of  improved  operating 
machinery,  vrhich  may  now  be  regarded  as  standard.  Apparently 
the  ‘^experimental  stage”  has  passed. 

The  results  obtained  through  actual  operation  under  varying 
conditions  in  several  cities  seem  to  indicate  that  8-inch  tubes  may  be 
regarded  as  well  adapted  for  the  transmission  of  first-class  mail. 

CAPACITY,  ADVANTAGES,  AND  LIMITATIONS  OF  PNEUMATIC-TUBE 

SERVICE. 

Capacity.-  -During  the  hours  of  maximum  use  of  the  tubes  the 
frequency  of  dispatches  by  carriers  is  four  carriers  per  minute  in 
each  direction.  This  is  on  a  headway"  of  1 5  seconds  and  is  a  practical 
frequency  regulated  upon  the  actual  number  of  carriers  that  can  be 
filled,  closed,  transmitted,  and  operated  or  relayed  betw’^een  stations. 

Therefore,  the  theoretic  efficiencv  of  the  tubes  mav  be  calculated 
on  a  frequency  of  dispatch  of  four  carriers  per  minute  in  each  direction 
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for  20  hours  a  day.  The  theoretic  effective  capacity  of  tlie  tubes  on 
this  basis  would  be  210  carriers  per  hour,  or  4,800  carriers  per  20-hour 
day  in  each  direction,  or  9,(K)0  carriei’s  in  both  directions.  The  num¬ 
ber  of  letters  that  could  be  forwarded  at  this  rate,  calculated  on  450 
letters  to  the  carrier,  would  be  108,000  per  hour  or  2,l60,000jettei-s 
in  each  direction  per  day  of  20  horn's.  It  must  be  borne  in  mind  that 
this  is  the  theoretic  efficiency  of  the  tubes  and  4he  statistics  of  the 
tube  capacity  hereinafter  g;iven  are  based  upon  this  theoretic 
maximum. 

It  has  been  demonstrated  by  the  count  of  mails  transmitted  through 
the  various  tubes  during  the  week  ended  March  8,  1913,  as  well  as 
previous  counts  made,  that  the  pre-sent  8-inch  tubes  have  ample 
capacity  to  accommodate  all  fimt-class  mail  available  for  dispatch, 
except  during  the  rush  horn's  in  the  morning  and  evening  when  the 
heavy  mails  are  being  received  from  and  dispatched  to  the  important 
railway  post-office  trains.  It  is  necessary  at  such  times -to  dispatch 
some  of  these  mails  by  wagon  or  automobile  service. 

It  will  be  observed  that  in  the  space  of  5  years,  since  the  last 
commission’s  report,  there  has  been  a  considerable  increase  in  the  per¬ 
centage  of  the  tube  capacity  utilized. 

Although  the  tube  s}^tems  were  extended  about  19  miles,  prin¬ 
cipally  in  the  residence  districts  where  the  volume  of  mails  is  very 
much  less  than  in  the  business  sections,  it  will  be  seen  that  the  tube 
mileage  on  which  under  10  per  cent  of  capacity  was  used  has  been 
reduced  from  15.75  miles  in  1908  to  11.26  miles  in  1913,  or  20.30  per 
cent  instead  of  42.71  per  cent  of  the  total  length  of  the  tubes. 

There  has  been  a  decided  increase  in  the  mileage  and  tube  capacity 
used  in  those  portions  of  the  tubes  where  from  10  to  20  per  cent  and 
from  30  to  60  per  cent  of  the  full  capacity  is  used. 

The  reports  of  postmasters  show  that  the  greatest  percentage  of 
use  m  1913  was  in  ?Iew  York  between  Madisor  vSquare  aud  Grand 
Central  Stations,  being  70  per  cent  as  against  66.6  per  cent  betvreen 
the  same  points  in  1 908 ;  and  the  smallest  was  in  Philadelphia  between 
Southwark  Station  and  Station  D,  being  4.5  per  cent  as  against  2.2 
per  cent  in  Boston  between  Roxbury  and  Uphams  Corners  in  1908. 

The  following  table  shows  the  percentage  of  tube  capacity  utilized 
in  the  several  systems  in  March,  1913,  in  comparison  with  percentages 
in  1908.  These  percentages  are  computed  on  the  basis  of  the  theoretic 
maximum  efficiency  of  the  tubes  as  above  described. 

Percentage  of  tube  capacitg  utilised,  1913. 


4.5  to 

10  to 

20  to 

30  to 

40  to 

50  to 

60  to 

't 

1  Length 

10  per 

20  per 

30  per 

40  per 

50  per 

60  per 

70  per 

of 

cent. 

cent. 

cent. 

cent. 

cent. 

cent. 

cent. 

i  tube. 

Miles . 

Miles. 

Miles. 

Miles 

Miles. 

Miles. 

Miles. 

1  Miles. 

Boston . 

1.43 

2.03 

1.24 

0. 47 

0. 87 

0.  73 

6.  7740 

New  York . 

6. 11 

4. 12 

6. 80 

4.  78 

2. 58 

1.39 

'  25.7810 

Brooklyn . 

1.35 

1.3500 

Phaadelphia . 

3.39 

5.88 

.  72 

9.9999 

Chicago . . 

4.  54 

2.  04 

1.67 

.82 

.  55 

9.6017 

St.  Loiiis . 

.55 

1.43 

1.9880 

. 

Total . 

11.26 

16.06 

6.  79 

7  97 

7.  32 

4.  85 

1.94 

55.  4946 

Per  cent  of  miles  of  total  length  of 

tube,  1913 . 

20.  30 

28. 94 

12.23 

13. 10 

13.19 

8.  74 

3.50 

100.00 

Total  mileage  of  tubes.  190S . 

Per  cent  of  miles  of  total  length  of 

15.  75 

5. 375 

7. 175 

2.40 

.42 

1.35 

4.  41 

36.88 

tube,  1908 . 

14. 56 

19.46 

6.51 

1.14 

3.  66 

11.06 

100.00 

i 
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As  shown  above,  it  appears  tliat  the  theoretic  maximum  capacity 
of  the  tubes  is  not  always  utilized.  This  results  from  the  fact  that 
there  is  not  first-class  mail  on  hand  at  all  stations  at  all  times  during 
the  20  hours  of  the  day  that  the  tubes  are  operated  to  employ  the 
tubes  in  its  transmission  all  the  time.  This  is  not  an  objection  to  the 
tubes  as  a  means  of  transportation.  The  only  question  that  it  could 
suggest  is  whether  the  use  of  tubes  is  justified  where  the  efficiency 
percentage  is  very  low  from  lack  of  mail  to  transport.  In  most  of 
these  cases,  however,  it  is  found  that  such  sections  are  parts  of  a 
general  system  of  tubes  and  that  it  would  be  inadvisable  to  eliminate 
these  parts  and  thereby  impair  the  usefidness  of  the  whole  system  as 
such. 

Limitations. — In  addition  to  the  limitations  in  the  use  of  the  tubes 
resulting  from  the  lack  of  the  maximum  quantity  of  mail  that  could 
be  dispatched,  there  are  others  which  result  from  the  nature  of  the 
tubes  theKiselves. 

Tubes  of  8-inch  capacity  are  not  adequate  in  size  to  transport  large 
articles.  Consequently  they  are  used  as  a  rule  for  the  transportation 
of  first-class  matter  and  registered  mail. 

Because  of  the  size  of  the  tubes  and  the  consequent  limitation  upon 
the  quantity  of  mail  that  can  be  transported  through  them  in  a  given 
time,  there  are  certain  hours  during  the  day  in  New  York,  Pliiladel- 
phia,  and  Chicago  when  betw'een  certain  points  the  capacity  of  the 
tubes  is  unequal  to  transmit  the  whole  of  the  first-class  mail  which 
must  be  handled.  The  reports  submitted  by  the  postmasters  at  these 
offices  covering  operations  of  the  tubes  for  the  week  ended  March  8, 
1913,  indicate  that  between  certain  hours  of  the  morning,  during 
which  large  quantities  of  mail  are  received  from  incoming  postal-car 
trains,  and  between  certain  hours  of  the  evening,  during  which  the 
heavy  business  mails  are  dispatched  to  railroad  stations  in  connection 
with  important  outgoing  trains,  the  pneumatic-tube  service  is  not 
adequate  to  carry  the  maximum  quantity  of  first-class  mail. 

It  must  not  be  inferred,  however,  from  this  fact  that  the  mails  are 
actually  delayed  thereby  in  their  subsequent  disposition.  In  the  case 
of  incoming  mails  the  first  carriers  sent  provide  work  for  the  dis¬ 
tributors  who  are  kept  going  by  subsequent  dispatches.  In  the  case 
of  outgoing  mails  they  may  be  dispatched  in  bulk  to  the  trains  in 
advance  of  closing  tune  by  automobiles  or  wagons  for  distribution, 
pouching,  or  storing.  Supplemental  dispatches  may  be  made  by 
tubes,  thereby  affording  the  public  the  latest  possible  closing  for  dis¬ 
patch  by  each  outgoing  train. 

The  following  statement  shows  the  extent  of  the  inadequacy  of  the 
tubes  in  the  cities  named: 
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la 


Place. 


New  York. 

Do.... 

Do.... 


Do........ 

Philadelphia . . 
Chicago . 

Do . 


Do. 

Do. 


From — 


General  post  office. 

Madison  Square . . . 
Station  F . 


Hudson  Terminal . 

Bourse . 

General  post  office . 

. do . 


La  Salle. 
Union... 


To- 


Madison  Square . . 

Grand  Central. . . . 
Madison  Square. . 

General  post  office 

Central  post  office 
Illinois  Central . . . 

La  SaUe . 


Union. 
Canal . 


From 

(hours)- 


.30  p.m. 
.38  p.m. 
.48  p.m. 
.00  p.m. 
.00  p.m. 
.00  p.m. 
.30  p.m. 
.40  p.m. 
.00  p.m. 
.00  a.m. 
.00  a.m. 
.00  p.m. 
.00  a.m. 
.00  p.m. 
.00  p.m. 


To 

(hours) — 


7.30 

8.58 

4.00 

7.30 
8.00 
4.00 
9.18 
9.18 
7.00 
8.00 

9.30 
9.30 

10.00 

10.00 

10.00 


p.m. 

p.m. 

p.m. 

p.m. 

p.m. 

p.m. 

p.m. 

p.m. 

p.m. 

a.m. 

a.m. 

p.m. 

a.m. 

p.m. 

p.m. 


I  Pieces  of  first-class 
[  mail  dispatched  by 
other  means. 


Number. 


97, 880 
270, 625 

85, 833 

1, 173, 807 

26, 575 

21,  600 
129, 600 
172, 800 
206, 900 
245,700 
175, 500 


Per  cent 
of  num¬ 
ber  dis¬ 
patched 
by  tube. 


1.33 

17.50 

11.66 

34.50 

3.80 
12. 84 

19.50 
30.00 
28.59 
36. 36 
31. 01 


Daily  except  Saturday  and  Sunday. 


2  Saturday. 


The  reports  received  from  the  postmasters  at  Boston,  Mass., 
Brooklyn,  N.  Y.,  and  St.  Louis,  Mo.,  indicate  that  the  pneumatic- 
tube  service  m  those  cities  is  capable  of  accommodating  aU  first- 
class  mail. 

Speed. — Contracts  for  this  service  required  a  speed  of  not  less' 
than  30  miles  an  hour  between  any  two  postal  stations.  The  in¬ 
vestigations  and  reports  made  indicate  that  this  rate  of  speed  is 
maintained  in  practice. 

On  long  routes  upon  which  intermediate  stations  are  located, 
requiring  rehandling  of  the  carriers,  this  rate  of  speed  is  not  main¬ 
tained,  but  runs  from  20  to  25  miles  per  hour,  accordiug  to  the 
number  of  relay  points.  This,  however,  greatly  exceeds  the  speed 
of  the  vehicular  service,  due  principally  to  the  operation  of  traflic 
regulations.  While  this  is  true  it  must  be  remembered  that  if  the 
volume  of  mail  to  be  dispatched  at  any  one  time  exceeds  a  certain 
limit  the  entire  amount  may  be  transported  by  automobile  or  wagon 
in  bulk  in  less  time  than  the  transportation  can  be  accomplished  for 
the  entire  amount  by  the  use  of  smaller  dispatches  at  the  increased 
rate  of  speed.  As  an  offset  to  this,  however,  mail  dispatched  by 
the  quicker  means  and  in  smaller  quantities  is  always  ready  for 
handling,  distribution,  or  delivery  as  soon  as  it  is  received  at  the 
point  of  destination,  and  thus  the  actual  work  of  handfing  in  many 
cases  is  facihtated  greatly. 

Availability. — special  feature  of  the  pneumatic  tubes,  which 
is  peculiar  to  them  and  to  no  other  facility  used  in  the  postal  service, 
is  their  availability.  The  facility  is  available  at  all  times  with  equal 
efficiency  during  the  entire  period  of  operation.  Excepting  when 
the  tubes  are  out  of  commission  by  reason  of  stoppage,  which  rarely 
occurs  for  causes  herein  elsewhere  shown,  mails  may  be  transported 
through  them  between  any  stations  connected  at  any  moment. 

The  great  importance  of  this  feature  can  not  be  overestimated.  In 
some  of  the  cities  the  entire  amount  of  first-class  mails  is  handled 
through  the  tubes.  In  all  the  cities  all  the  local  first-class  mails  are 
so  handled  and  also  a  large  amount  of  other  mails.  Thus,  by  reason 
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of  the  constant  availability  of  the  tube  lines  all  this  large  body  of 
first-class  mail  is  advanced  in  delivery  very  materially. 

The  tubes  are  jiot  subject  to  the  interruptions  which  occur  to  other 
means  of  transportation — ^for  instance,  screen  wagons,  automobiles, 
and  electric  cars— nor  to  the  delays  consequent  upon  the  congestion 
of  streets.  Extraordinary  conditiojis  of  weather,  such  as  snows, 
excessive  cold  and  heavy  rains,  and  also  disputes  between  employer 
and  employee  in  the  contract  service  result  in  more  or  less  inter¬ 
ference  or  delay  in  other  means  of  transportation,  but  these  causes 
never  affect  the  tube  service.  E'pon  occasions  of  this  kind  when 
other  means  of  transportation  were  not  available  the  tubes  in  New 
York  particularly  have  enabled  the  post  office  to  handle  first-class 
mail  without  any  material  interruptions  or  delays.  Upon  this  point 
the  postmaster  at  New  York  makes  the  following  statement: 

In  connection  with  the  communication  addressed  you  to-day  furnishing  data  relative 
to  the  pneumatic  tube  and  vehicular  service  in  this  city,  called  for  by  your  letter  of 
the  6th  and  telegram  of  the  18th  instant,  including  information  as  to  the  service  which 
would  be  required  if  the  pneumatic -tube  system  were  to  be  discontinued,  your  atten¬ 
tion  is  invited  to  the  fact  that  since  February  13,  1914,  the  automobile  service  on 
routes  407012  and  407013  in  this  city,  has  been  seriously  interfered  with  because  of  the 
condition  of  the  streets,  due  to  heavy  snowstorms  and  subsequent  thaws  and  freezing, 
which  also  on  certain  days  interfered  as  well  with  the  operation  of  the  elevated  rail¬ 
road  system,  badly  crippling  the  same;  and  while  matter  of  the  second,  third,  and 
fourth  classes  scheduled  for  conveyance  by  automobiles  on  the  routes  named,  was 
moved,  the  contractors  were  unable  to  adhere  to  the  regular  schedules,  and  on  some 
days  to  even  approximate  them,  resulting  in  misconnections  and  delays  of  many 
important  mails. 

However,  owing  to  the  availability  of  the  pneumatic ^tube  system  installed  in  this 
city  and  Brooklyn,  N.  Y.,  for  the  dispatch  of  first-class  ordinary  and  registered  mail, 
that  class  of  matter  was  subjected  to  no  delay  in  its  transmission  between  the  points 
supplied  by  the  system,  affording  corresponding  satisfaction  to  the  public  both  in 
the  business  and  residential  sections,  and  obviating  cause  for  complaint  in  connec¬ 
tion  with  the  transmission  of  such  matter. 

Had  the  transmission  of  first-class  matter  been  dependent  upon  the  automobile 
service,  or  the  elevated 'raifroad  service  during  this  period,  great  dissatisfaction  to  the 
public  would  assuredly  have  existed,  and  numerous  complaints  resulted  therefrom. 

I  am  bringing  this  matter  to  your  attention  because  I  believe  that  in  giving  con¬ 
sideration  to  the  matters  treated  in  my  letter  of  even  date  you  will  wish  to  give  due 
weight  to  the  value  of  the  pneumatic -tube  system,  especially  where  surface  conditions 
are  interfered  with,  which  do  not  affect  the  pneumatic  tube  system,  leaving  it  in  full 
operation,  and  in  this  connection  I  desfre  to  draw  attention  to  the  fact  that  in  addition 
to  making  possible  a  satisfactory  transmission  of  first-class  local  mail,  the  value  of  the 
pneumatic -tube  system  in  the  transmission  of  this  class  of  matter  for  connection  with 
outgoing  railroad  trains,  as  well  as  its  prompt  forwarding  from  incoming  trains  to  the 
various  points  of  delivery,  is  of  the  greatest  importance  and  can  not  be  overestimated. 

Security. — This  means  of  transportation  affords  absolute  security 
to  the  registered  mails,  postal  funds,  postage  stamps,  and  valuable 
letters  so  far  as  instances  of  risk  are  concerned  which  ordinarily  attach 
to  means  of  transportation.  There  is  no  opportunity  whatever  for 
loss  by  theft  or  fault  of  employees,  excepting  at  the  point  of  dispatch 
and  of  receipt.  Under  the  conditions  under  which  mails  are  so  dis¬ 
patched  and  received  this  is  almost  impossible. 

Use  of  tubes  for  other  classes  of  mails. — The  principal  use  to  which 
the  tube  service  can  be  devoted  is  the  transportation  of  first-class, 
registered,  and  special-delivery  mails.  Under  certain  conditions, 
however,  the  tubes  are  used  for  the  transmission  of  other  classes  to  a 
small  extent.  The  following  statement  shows  the  quantity  of  mail 
received  and  dispatched  by  tubes,  first-class  and  other  classes  sepa¬ 
rately,  during  the  week  ended  March  8,  1913: 
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Pieces 
first  class 
received. 

1  )  O  4 

k  >  »  >  *  » 

>  ,  »  >  > 

Pieces 
first  class 
dispatched. 

- j - r-.s— 

>  ■>  1  j  ^ 

Pieces 

other 

classes 

received. 

»  1  >  II  W  t--'  % 

Pieces 

other 

classes 

dispatched. 

1 - — 

Total 
pieces  of 
first  class 
received 
and  dis¬ 
patched. 

Total 
pieces 
other 
cla.sses 
receive^! 
and  dis¬ 
patched. 

New  York . . . 

Brooklyn . 

Boston . 

Philadelphia  i . 

Chicago . 

St.  Louis  1 . 

32, 021, 837 
830,520 
•  10,417,664 
19, 176,  469 
22, 937, 176 
1,499,220 

32, 306, 129 
437, 778 
11,195, 832 
18,861,847 
21, 979, 636 
1,393,110 

1,211,685 
3, 255 
192, 205 
2, 858, 605 
28,336 
13, 437 

933, 947 
1,127 
207, 736 
2, 987, 055 
56, 857 
39, 253 

64, 327,  966 
1, 268, 298 
21, 613, 496 
38, 038, 316 
44, 916,  812 
2,892.330 

2. 145, 6.32 
4.382 
399, 941 
5.  845,  659 
85, 190 
52,690 

1  Number  of  pieces  computed  from  pounds  stated  in  table  following  p.  403  at  44.85,  number  to  pound  as 
shrrwn  by  special  weighing  of  the  mads,  1907. 


Beliahility, — According  to  the  reports  made  by  postmasters,  the 
present  tube  systems  are  very  reliable.  The  number  of  failures  to 
perform  service  is  small,  and  in  the  majority  of  cases  the  interruptions 
were  of  short  duration.  The  following  statement  shows  the  number 
of  failures  in  each  city  and  the  percentage  of  stoppages  due  to  out¬ 
side  causes  for  the  rear  1912: 


Length. 

Total 
number  of 
stoppages. 

Number 
due  to 
outside 
causes. 

Per  cent  of 
stoppages 
due  to 
outside 
causes. 

Gross 
stoppages 
per  mile. 

Net 

stoppage 
per  mde. 

New  York  and  Brooklyn . 

Miles. 

26. 523 

97 

17 

17. 5 

3.  66 

3.05 

Philadelphia . 

9.999 

43 

12 

27.9 

4  30 

3. 10 
1.20 

Boston . 

6. 774 

8 

0 

0,0 

1.20 

Chicago . 

9. 6017 

84 

30 

35.  7 

R.  7.5 

5.63 

2.05 

St.  Louis . 

1.9465 

11 

7 

63.6 

5.64 

In  this  table  the  term  ‘^outside  causes”  refers  to  stoppages  due  to  street  settlement  or  disturbance,  altera¬ 
tions,  and  failure  of  current  supply  from  the  outside.  “  Gross  stoppages  ”  means  stoppages  from  all  causes. 
“Net  stoppages”  are  the  differences  between  the  gross  stoppages  and  the  stoppages  due  to  outside,  c*auses. 


Postal  statistics  in  their  relation  to  the  pneumatic-tube  service. — The 
following  tables  show  the  pieces  of  fh’st-class  mail  handled  in  the 
several  cities  in  the  postal  districts  embraced  on  the  tube  lines, 
together  with  other  statistics  concerning  population,  postal  revenues, 
etc. : 

Postal  statistics. 


Cities. 

Population, 
census  1910. 

Gross  postal 
reyenues  for 
year  ended 
1913. 

CoUections  daily 
in  the  tube  dis¬ 
trict  dining 
1913. 

Pieces  first 
class  col¬ 
lected  daily 
in  the  tube 
district. 

Local  mail 
originating 
daily  in  the 
tube  dis¬ 
trict  for 
deliyery  in 
same  city 
(pieces)! 

Beliyeries  daily 
in  the  tube  dis¬ 
trict  dining 
1913. 

Maxi¬ 

mum. 

Mini¬ 

mum. 

Maxi¬ 

mum. 

ini- 

mum. 

Bo^on . 

670, 585 

$7,663,828.31 

32 

5 

593, 491 

393,406 

6 

4 

New  ork . 

4,766,8a3 

27, 712,278.01 

30 

15 

3,071,078 

1, 123, 106 

9 

6 

Brooklyn . 

0) 

2,937,810. 13 

24 

10 

102, 278 

56,920 

5 

Philadelphia  2.. . . 

1,549,008 

8,029, 545.51 

22 

3 

800,252 

511,963 

6 

4 

Chicago . 

2,185,283 

23,551,532. 01 

27 

12 

2, 459, 518 

327,034 

8 

6 

St.  Louis  2 . 

687,029 

5,092,  750.65 

15 

12 

'  157, 873 

(3) 

6 

5 

Total . 

9,858,788 

74,988,643.62 

7. 184  490 

2  412  429 

1  Combined  with  New  York. 

2  Number  of  pieces  computed  from  pounds  stated  in  table  following  p.  403,  at  44.85  number  to  the 
pound,  as  sho\^Ti  by  special  weighing  of  mads,  1907. 

3  Not  reported. 
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(  ities. 

Pieces 
first  class 
delivered 
daily. 

Special-delivery 
mail  handled 
daily  (pieces). 

First-class  mail 
dispatched  daily 
(pieces). 

i’irst-class  mail 
received  daily 
(pieces). 

r irst- 
class  mail 
actually 
advanced 
daily  by 
the  tubes 
(pieces). 

Dis¬ 

patched 

Deliv¬ 

ered. 

By  tube. 

Other 

means. 

By  tube. 

Other 

means. 

Boston . 

New  York . 

Brooklyn . 

Philadelphia . 

Chica!?o . 

St.  I>ouis . 

Total . 

613, 509 
2,797,044 
182, 579 
579, 116 
1,259,614 
352, 646 

1,086 

4,500 

188 

1,469 

2,742 

225 

984 

5,049 

365 

1,206 

2,482 

198 

1,. 599, 405 
4,615, 161 
62,540 
2,694,550 
3,139,948 
199,016 

486,955 

4,92.5,688 

11,872 

711,077 

1,954,875 

14,740 

1,488,238 
4,574,548 
118,646 
2, 739, 496 
3,276, 739 
214,174 

455,868 
4,381,493 
15, 205 
608,343 
253,200 
19, 420 

(9 

3,703,600 
181, 185 
746, 695 
744,945 
5,490 

5, 784, 508 

10, 210 

10,284 

12,310,620 

8, 105, 207 

12,411,841 

5,805,529 

5,381,915 

Cities. 

Percentage  of  all 
first-class  mail 
transmitted 
thro  ugh  the  tubes . 

Percent¬ 
age  of 
first-class 
mail  ad¬ 
vanced 
by  the 
tubes. 

Carriers 
sent  in 
one  day. 

Number  of  carriers 
sent  in  one  hour. 

Average  percentage 
of  carrier  capacity 
utilized. 

Dis¬ 

patched. 

Received. 

Maxi¬ 
mum  of 
most 
used  line. 

Maxi¬ 
mum  of 
least 
used  line. 

Maxi¬ 

mum. 

Mini¬ 

mum. 

Per  cent. 

Per  cent. 

Per  cent. 

Per  cent. 

Per  cent. 

Boston . 

76.62 

76.  55 

(9 

16, 992 

181 

16 

52.00 

5. 16 

New  York . 

48.38 

51.07 

80.3 

75, 493 

240 

24 

70.00 

5.00 

Brookl5m . 

84. 00 

88.70 

100.0 

731 

51 

7.62 

Philadelphia . 

79.19 

81.90 

27.7 

19, 963 

251 

27 

■  67. 80 

4.50 

Chicago . 

61.68 

92.83 

23.7 

21,611 

239 

44 

70.91 

5. 18 

St.  Louis . 

93.20 

91.75 

2.8 

1,  659 

210 

74 

28.31 

6.25 

1  Not  reported. 


The  statistics  as  to  luuTiber  of  pieces  handled  by  tubes  are  based 
on  count  for  seven  days,  including  Sunday.  The  service  on  Sunday 
is  only  light  compared  with  that  on  week  days;  hov/ever,  7  has 
been  used  as  a  divisor  to  secure  the  average  daily  number. 

In  the  above  statement  only  the  first-class  mails  handled  in  the 
postal  district  embraced  on  the  tube  lines  have  been  taken  into 
account  and  represents  only  a  part  of  such  mails  handled  in  each 
city.  The  population  and  postal  revenues  are  given  for  the  entne 
city  in  each  case.  The  combmed  postal  revenues  for  the  fiscal  year 
ended  June  30,  1913,  amounts  to  $74,988,643.62,  which  is  28.13 
per  cent  of  the  postal  revenue  for  the  entire  country. 


COST  OF  CONSTRUCTION. 


It  has  been  found  to  be  exceedingly  difficult  to  determine  the 
cost  of  construction  on  account  of  large  sums  behig  charged  to  con¬ 
struction  which  were  spent  in  development  and  experiment,  in 
obtaining  franchises,  patents,  and  capital,  and  for  interest,  legal  and 
organization  expenses.  The  major  portion  of  these  various  ex¬ 
penditures  occurred  during  the  first  10  years,  which  may  be  called 
the  experimental  period.  Unquestionably  large  sums  of  money 
have  been  expended  in  the  development  of  standard  machinery, 
and  other  materials,  and  the  relocation  and  abandonment  of  lines 
due  to  changes  in  sites  of  post  offices,  postal  stations,  and  railroad 
stations. 
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The  companies  claim  the  total  cost  of  construction  to  be 
$10,234,112.03,  and  the  cash  cost  of  construction  to  be  $7,262,402.64. 
The  American  Audit  Co.  gives  the  cost  of  construction  as 
$5,802,564.29. 

Mr.  Fry  estimates  the  cost  of  duplication  as  $4,290,519.87.  Accord¬ 
ing  to  the  estimates  made,  the  cost  of  duplication  per  mile  in  the 
various  cities  would  run  from  $62,000  per  mile  in  St.  Louis  to  $87,151 
per  mile  in  New  York.  This  is  due  to  variations  in  the  nature  of  the 
soil  and  subsurface  conditions. 

Boston. — The  Boston  Pneumatic  Transit  Co.  claim  their  total  cost 
of  construction  for  Boston  was  $422,408.06  (cost  per  mile,  $62,358); 
cash  cost,  $384,418.12  (cost  per  mile,  $56,750)  (p.  275;  report  of 
Mr.  Fry). 

According  to  the  American  Audit  Co.’s  estimate  the  cost  of  con¬ 
struction  to  December  31,  1912,  appears  to  be  $380,238.12,  exclusive 
of  items  of  ‘‘profit  on  contracts.”  This  also  excludes  the  cost  of 
small  tubes  not  used  in  mail  service  (p.  237  and  238). 

New  YorTc  and  BrooMyn. — The  New  York  Pneumatic  Service  Co. 
claim  their  cost  of  construction  to  March  31,  1912,  for  New  York  and 
Brooklyn,  was— total  cost,  $6,527,046.45;  cash  cost,  $5,511,645.38 
(p.  253;  report  of  lsh\  Fry). 

Mr.  Fry  states  that  these  costs  include  “development  and  experi¬ 
ment,  franchises,  legal  expenses,  patents,  interest,  cost  of  obtaining 
capital,  organization  expenses,  deficit  during  early  years  of  operation, 
and  loss  by  compulsory  abandonment  of  lines  incident  to  changes  in 
location  of  post  offices,  substations,  etc.”  (p.  253). 

On  the  general  subject  concerning  New  York  he  states: 

Undoubtedly  large  sums  of  money  have  been  expended  in  experiments  that  were 
included  and  charged  to  early  construction.  This  applies  to  such  features  as  tubes, 
bends,  transmitters,  receivers,  compressors,  carriers,'  time  locks,  and  numerous  minor 
details.  Many  forms  of  carriers,  of  terminal  and  receiving  apparatus,  have  been 
made  and  tested,  and  many  types  of  tube  fittmgs  more  or  less  experimental,  and  finally 
found  unsuitable,  have  been  sold  as  junk  (p.  252). 

Mr.  Fry  says  further: 

Before  expressuig  any  definite  opinion  on  the  actual  construction  costs  in  New  York 
I  feel  constramed  to  await  further  information,  if  it  can  beobtauied,  from  the  pneu¬ 
matic  company  and  from  the  auditors  and  accountants  that  have  been  employed  by 
the  commission,  because  what  can  be  termed  the  engineering  and  construction  costs 
entering  into  this  matter  probably  do  not  represent  over  40  per  cent  of  the  total  cash 
cost  entered  on  the  books  of  the  company.  However,  in  order  that  some  estimate 
can  be  fairly  made,  under  the  heading  “Probable  operating  cost  under  Government 
ownership”  (New  York  tube  system,  including  Brooklyn  lines),  I  have  used  both  the 
claimed  cash  cost  of  the  company  for  said  lines  as  well  as  the  American  Audit  Co.’s 
report  of  Febmarv  14,  1913,  which  gives  the  ledger  cost  of  said  lines  as  $3,244,648.30 
(pp.  253,  254). 

The  American  Audit  Co.  estimated  the  cost  of  construction  to 
December  31,  1912,  as  $3,244,648.30  (pp.  237;  238,  239).  The 
Audit  Co.  report  further  upon  this  estimate  as  follows: 

Referring  to  Exhibit  K,  it  will  be  found  that  the  original  construction  of  the  New 
York  and  ffiookl\Ti  tubes  was  done  under  contract  by  C.  J.  Ryan  &  Co.  for  the  Tubular 
Dispatch  Co.,  and  by  Belden  &  Co.  for  the  New  York  Mail  &  Newspaper  Transporta¬ 
tion  Co.  The  Ryan  contract  was  settled  for  $590,000,  $100,000  of  which  was  paid  in 
stock.  The  Belden  contract  amounted  to  $400,000  and  was  paid  $200,000  in  stock  and 
$200,000  in  bonds  of  the  New  AYrk  Mail  &  Newspaper  Transportation  Co.  We  have 
therefore  been  compelled  to  ta.ke  these  two  construction  charges  to  account  at  their 
1  face  value  and  have  included  these  charges  in  “Direct  construction”  items  as  shown 
j  on  Exhibit  I  (p.  218). 

!  8.  Doc.  615,  63-2 - 2 
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Chicago. — The  American.  Pneumatic  Service  To.  claim  their  cost  of 
construction  for  Chicago  was — total  cost.  S  1,002 ,960. 39 ;  cash  cost, 
$614,482.19  (p.  270;  report  of  Mr.  Fry). 

In  regard  to  this  Mr.  Fry  states  that  the  more  general  remarks  re- 
gardmg  construction  cost  in  l\ew  York  City  apply  to  a  very  con¬ 
siderable  extent  to  Chicago  as  well. 

The  American  Audit  Co.  estimated  the  cost  of  construction  to 
December  31,  1912,  as  $905,188.76,  exclusive  of  item  of  ^^Loss  on 
contract’’  (pp.  237,  239,  240).  It  is  observed  that  this  amount 
includes  an  item  of  $275,000  ^^Stock  of  Chicago  Pneumatic  Service 
Co.  held  as  an  investment  by  American  Pneumatic  Servdce  Co.  given 
account  of  franchises”  (p.  240). 

St.  Louis. — The  American  Pneumatic  Service  Co.  claim  their  cost 
of  construction  was — total  cost,  $275,121.99;  cash  cost,  $108,856.95 
(p.  278;  report  of  Mr.  Fry). 

The  American  Audit  Co.  estimated  the  cost  of  construction  to 
December  31,  1912,  as  $149,489.11,  exclusive  of  item  of  ^‘Profit 
charged  to  construction”  (pp.  237  and  240). 

Philadelphia. — The  Pneumatic  Transit  Co.  claun  their  total  cost  of 
construction  for  Philadelphia  in  their  brief  of  March  3,  1913,  includ¬ 
ing  tangible  and  intangible  property,  was  $2,006,575.14  (p.  264; 
report  of  Mr.  Fry) . 

The  American  Audit  Co.  show  a  cost  of  construction,  according  to 
the  books  of  the  company,  of  $1,319,630.35  fe.  213;  report  of 
American  Audit  Co.).  These  items  are  all  items  oi  common  and  pre¬ 
ferred  stock  issues  in  relation  to  various  stations,  exceptmg  one  of 
cash  of  $4,880.35.  An  analysis  of  these  items  by  the  Audit  Co. 
shows  actual  direct  cost  of  $643,000  (p.  214).  But  the  Audit  Co. 
comes  to  the  conclusion  that  ^Ahe  charge  to  construction  account 
on  the  company’s  books  is  approximate!}^  $1,123,000”  (p.  214). 

COST  OF  DUPLICATION. 

^Ir.  Alfred  Brooks  Fry,  consulting  engineer,  employed  by  the  joint 
commission,  reported  upon  the  cost  of  duphcation  of  each  of  the 
systems.  Upon  the  subject  as  a  whole  he  said  as  follows: 

It  has,  of  course,  beeu  necessary  to  consider  the  cost  of  duplicating  the  present 
systems;  but  to  be  forced  to  duplicate  because  of  inability  to  purchase  them  at  a 
fair  price,  if  Government  ownership  be  determined  on,  would  involve  waste  of 
human  accomplishment  and  of  a  large  investment  for  the  present  tube  systems, 
except  perhaps  part  of  the  10-inch  line  in  Boston,  would  be  next  to  useless  to  anyone 
save  the  United  States  Post  Office  Department.  Besides  the  physical  reconstruction 
in  the  heart  of  the  business  centers  of  great  cities  would  be  a  matter  of  serious  diffi¬ 
culty  and  cause  much  public  inconvenience  to  populations  who  for  years  have  suf¬ 
fered  from  premous  lack  of  consistent  policies  and  foresight  in  the  conduct  of  munici¬ 
pal  works  so  far  as  they  relate  to  the  reconstruction  of  streets  and  of  the  subways, 
pipes,  ducts,  and  wires  beneath  them.  Some  photographs  transmitted  of  street  work 
in  New  York  illustrate  the  difficulties  referred  to  and  the  wisdom  of  avoiding  need¬ 
less  disturbance  of  traffic,  with  accompanAng  risk  to  public  health  and  welfare. 

I  believe  the  estimates  on  cost  of  duplication  are  fair  for  each  system;  but  it  should 
be  borne  in  mind  that  until  bids  are  actually  taken  for  special  work  of  this  description 
it  is  next  to  impossible  to  determine  how  contractors  would  look  upon  it.  Work  of 
this  character  heretofore  put  on  the  market  has  never  attracted  general  competition. 

The  installation  of  the  pneumatic-tube  line  owned  by  the  United  States  Treasury 
Department  between  the  United  States  appraisers’  warehouse  and  the  United  Sta-tes 
customhouse,  New  York,  N.  Y.,  was  thoroughly  advertised  in  January.  1910,  for  a 


PXEUMATIC-TUBE  POSTAL  COMMISSION. 


19 


considerable  period,  and  tenders  were  solicited  not  only  by  customary  advertisement 
and  the  posting  of  notices  in  public  places,  but  also  by  letters,  and  yet  but  one  bid 
■was  received,  i.  e.,  that  of  the  New  York  Pneumatic  Service  Co. 

If  work  of  this  kind  along  a  route  not  unduly  dilhcult  failed  to  attract  any  comjie- 
tition  when  engineering  contracting  work  in  geneial  in  New  Y’'ork  was  rather  dull, 
it  would  apx>ear  that  this  condition  would  be  a  factor  that  we  must  consider  when 
contemplating  duplication.  (Pp.  282  and  283;  report  of  Mr.  Fry.) 

Boston. — Mr.  Fry  estimated  the  probable  cost  of  duplicating  the 
present  pneamatic-tube  sj^stem  in  Boston  at  $426,762  (p.  275;  report 
of  Mr.  Fry).  The  basis  for  this  estimate  is  given  in  his  report. 

New  York  and  Brooklyn. — Mr.  Fry  estimated  the  probable  cost  of 
duplicating  the  present  pneumatic-tube  system  in  New  York  and 
Brooklyn,  including  all  power,  generating,  and  station  apparatus,  at 
$2,363,439  (p.  254;  report  of  Mr.  Fry).  The  basis  for  this  estimate 
is  given  in  his  report. 

Chicago. — Mr.  Fiy  estimated  the  probable  cost  of  duplicating  the 
present  pneumatic-tube  system  in  Chicago  at  $653,318.87  (p.  270; 
report  of  Mr.  Fry).  The  basis  for  this  estimate  is  given  in  his  report. 
He  states  further  that  he  would  not  recommend  the  reproduction  of 
all  the  present  lines  because  the  service  to  the  stations  could  be 
improved. 

St.  Louis. — Mr.  Fry  estimated  the  probable  cost  of  duphcating  the 
present  pneumatic-tube  system  in  St.  Louis,  including  power  and 
station  apparatus,  at  $123,000  (p.  279;  report  of  Mr.  Fry).  The 
basis  for  tms  estimate  is  given  in  his  report. 

Philadelphia. — Mr.  Fry  estimated  the  probable  cost  of  duplicating 
the  present  pneumatic-tube  system  in  Philadelphia,  including  all 
power,  generating,  and  station  apparatus,  at  $724,000  (p.  263:  report 
of  Mr.  Fry).  The  basis  for  this  estimate  is  given  in  his  report. 

These  results  ns  to  construction  and  dunlication  are  shown  in  the 
following  table: 


Cost  of  construction  to  December  31,  1912,  and  of  duplication 


• 

Length. 

Total  cost 
claimed  by 
companies. 

Cash  cost  of 
construction, 
etc.,  as 
claimed  by 
companies. 

Cost  of  con¬ 
struction  as 
reported  by 
American 
Audit  Co. 

Estimated 
cost  of 
duplication. 

Esti¬ 
mated 
cost  per 
mile  of 
dupl  i- 
catiou. 

Boston . 

New  York  and  Brooklyn 

Chicago . 

St.  Louis . 

Total . 

Philadelphia . 

Total . 

Mites. 
G.77 
26. 52 
9.60 
1.94 

1 1422, 408. 06 

1  6,527,046. 45 

1  1,002,960.39 

1  275,121.99 

11384,418.12 

1  5,511,645.38 

1  614,482.19 

1  108,856.95 

$380,238.12 
3,244,648.30 
905,188. 76 
149,489.11 

_ 

$426, 762. 00 
2,363,439. 00 
653,318. 87 
123,000.00 

$62, 704 
87,151 
68, 042 
62, 000 

44.  S3 
10.00 

8,227,536. 89 

1  2,008,575.14 

6,619,402.64 

2  643,000.00 

4, 679,564.  29 
1,123,000.00 

3,566,519.  87 
724,000.  00 

72,400 

54.83 

10,234,112.03 

7, 262, 402. 64 

5,802,564.29 

4, 290, 519. 87 

1  Reported  by  Mr.  Fry.  2  Reported  by  American  Audit  Co. 


Since  the  testimony  was  submitted  to  the  commission  and  the 
reports  of  the  American  Audit  Co.  and  of  Mr.  Fry  were  made  as  to 
cost  of  construction,  certain  changes  and  extensions  have  been 
I  made  in  the  tube  systems  in  New  York  and  Chicago  which  have 
resulted  in  additional  expenditures  for  construction.  Under  date 
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of  June  15,  1914,  the  president  of  the  American  Pneumatic  Service 
Co.  submits  the  follomng  statement: 

In  reply  to  your  letter  of  June  9  in  which  you  ask  for  general  items  making  up  the 
amount  of  $142,102.14  expended  for  extensions  and  improvements  as  mentioned  in 
our  letter  of  May  27,  1914,  we  wish  to  say  these  general  items  are  made  up  as  follows: 


CHICACO. 


Kiiizie  Station: 

Street  work .  .$23,  605.  00 

Station  work .  732. 19 

Removal  of  old  line .  685.  72 

Engineering  and  miscellaneous  expense .  4,  755.  32 

- ^ -  $29,  778.  23 

Refrigei-a ting  plant .  2,529.85 


We  can  not  witliout  some  little  delay  furnish  general  items  for  this. 
They  will  include  motor,  compressor,  piping,  wiring,  foundations, 
and  labor. 

NEW  YORK. 


Extension  to  Pennsylvania  terminal; 

Street  work .  $43,  369.  48 

Station  work’. .  22, 142. 18 

Engineering  and  miscellaneous  expense .  2,  076.  72 


67,  588.  38 

Removal  of  old  line  (profit  account  material  recovered). .  3,  006. 18 


Station  I: 

Street  work .  15,  660.  03 

Station  work .  3,  885.  01 

Engineering  and  miscellaneous  expense .  444.  74 

-  19,  989.  78 

Station  J ; 

Street  work .  8,  897.  57 

Station  work .  1,  959. 12 

Removal  of  old  line .  1,  540.  96 

Engineering  and  miscellaneous  expense .  824.  43 

-  13,222.08 

Refrigemting  plants .  12.  000.  00 


In  relation  to  the  item  of  $12,000  for  refrigemting  plants,  we  wish 
to  say  the  total  amount  of  our  engineer’s  estimate  for  the  work  is 
$11,891.88.  As  installations  of  this  character  generally  overrun  the 
estimate,  we  consider  that  an  even  figure  of  $12,000  will  fairly  reTDresen  t 
the  value  of  this  work  when  completed. 

We  haA^e  to  date  expended  the  folio wmg  amounts  hi  the  installa¬ 
tion  of  these  plants,  which  include  the  foundations,  electric  wirhig, 
etc.: 

General  post  office .  $1, 195.  40 

Madison  Square  station .  694.  94 

Times  Square  station .  583.  33 

Station  AV .  347.35 


2,  821.  02 

The  machhiery  which  ivill  be  installed  to  operate  these  plants, 
contract  for  which  has  already  been  let,  v/hl  cost  us  about  $7,000. 

We  think  there  is  no  doubt  that  the  total  amount  to  be  expended  on 
these  plants  complete  will  approximate  $12,000. 


Total .  142,102.14 

Depreciation . — Relative  to  the  question  of  depreciation  Mr.  Alfred 
Brooks  Fry,  the  consulting  engineer,  states  as  follows: 

As  regards  tlie  element  of  depreciation,  I  am  not  disposed  to  ghm  it  much  weight 
as  a  practical  question  in  connection  with  the  pneumatic  tube  companies’  plants  in 
the  A’arious  cities  (p.  257 ;  report  of  Mr.  Fry). 
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In  regard  to  Philadelphia  he  makes  similar  report,  stating  that 
‘Hhe  inspection  of  apparatus  indicates  that  this  element  is  insignifi¬ 
cant,  provided  always  repairs  and  maintenance  are  kept  up”  (p.  266; 
report  of  Mr.  Fry). 

Regarding  Chicago,  he  says,  commenting  upon  his  assistant’s 
report : 

I  am,  hoTveyer,  ready  to  stand  betiind  tlie  accui’acy  of  his  detailed  statements,  and 
believe  that  the  depreciation  which  has  been  charged  off  against  this  plant  for  the 
past  year — i.  e.,  $38,370 — will  be  required  to  put  it  in  first-class  operating  condition. 
I  therefore  regard  this  item  of  depreciation  a  real  thing,  and  not  a  more  or  less  bookkeep¬ 
ing  figure,  to  be  considered  as  an  offset  agamst  the  theoretical  taking  over  of  the  tubes 
beneath  the  streets  by  the  city  of  Chicago  on  the  expiration  of  the  company’s  present 
franchises  (p.  268;  report  of  Mr.  Fry). 

Regarding  Boston,  he  states  that  he  does  not  regard  depreciation 
as  a  factor  worth  consideration,  but  makes  the  same  qualification 
regarding  repairs  and  maintenance  as  in  other  cases  (p.  277 ;  report 
of  Mr.  Fry). 

Regarding  St.  Louis  he  states  substantially  the  same  as  in  other 
cases  (p.  280;  report  of  Mr.  Fry). 

COST  OF  MAINTENANCE  AND  OPERATION. 

In  view  of  the  developments  and  improvements  made  in  the  tubes 
and  machmery  during  the  past  20  years,  which  have  resulted  in  the 
standardization  of  the  equipment  and  should  as  a  natural  consequence 
reduce  the  cost  of  operation  to  the  minimum,  it  is  thought  that  the 
figures  given  by  tbe  American  Audit  Co.  for  the  year  ended  March  31, 
1912  (the  last  year  reported),  can  be  accepted  as  the  cost  of  niainte- 
npnce  and  operation.  It  will  be  observed  in  the  following  tables  t^at 
there  is  considerable  variation  in  the  costs  of  operation,  power,  and 
general  expenses  in  the' different  cities.  It  seems  fair  to  p.ssume  that 
these  variations  are  due  to  the  difference  in  the  volume  of  mail  trans¬ 
mitted,  in  the  price  of  power  purchased,  and  in  the  length  of  tube 
hues,  and  the  number  of  stations  on  the  lines. 

There  appears  to  be  a  variation  in  the  costs  given  for  interest,  taxes, 
and  depreciation  which  is  seemingly  due  to  bond  issues  and  the  terms 
of  franchises.  No  figures  are  given  for  depreciation  in  connection 
with  the  systems  in  Boston,  New  York,  and  St.  Louis.  It  appears 
that  all  systems  are  operated  at  a  profit  except  at  Chicago,  where 
the  charge  of  depreciation  on  account  of  20-year  franchise  figures 
largely. 


Cost  of  maintenance  and  operation  per  annum  for  the  year  ended  Mar.  31,  1912. 


Boston. 

New  York 
and 

Brooklyn. 

Chicago. 

St.  Louis. 

Philadel¬ 

phia. 

Operating  expenses . 

Insmance . 

Taxes . 

.1546, 290.  64 
595. 32 
2, 524. 39 
(1)  ■ 
20, 266. 07 
565. 44 

$234,565.00 
1,381.84 
10,540.  48 

fi) 

778.  46 
2, 400.  36 

$75, 164. 35 
443.83 
8,384.66 
38, 370.  00 
48, 907. 35 
1,472.28 

$16, 529. 53 
119.  54 
2, 706. 11 

(9 

12,049.  56 
274. 08 

$78, 438.  44 
76.99 
2, 791. 08 
4,662.50 
10, 879. 29 

Depreciation . 

Interest . 

Bond  nreniiuin . 

Total . 

Cost  per  mile . 

Ratio  of  total  cost  to  pay  of  S17,000  per  mde 
per  annum  (per  cent) . * . 

70,241.86 
10, 375.  46 

61.03 

249, 666. 14 
9, 414. 26 

55.38 

172, 742.  47 
17,994.00 

2  5.85 

31,678.82 
16, 329.  28 

96.05 

96, 848. 30 
9,684.83 

56.97 

1  Not  given.  2  Loss. 
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Cost  of  maintenance  and  operation  per  mile  per  annum  for  the  year  ended  Mar.  31,  1912, 
excluding  taxes,  interest,  depreciation,  and  bond  premium. 


Poston. 

New  York 
and 

BrookljTi. 

Chicago. 

St.  JyOuis. 

Philadel¬ 

phia. 

Operation,  incliulint;  all  repairs . 

53, 671. 06 

$3, 887.  90 

84,718. 32 

S3, 954. 35 

$3,385.85 

Power . 

2, 549.  80 

4,071.40 

2, 394.  36 

3,345. 70 

3,919. 30 

General  expenses . 

612.  75 

885. 65 

716. 92 

1,220.33 

538.70 

Total . 

Ratio  of  partial  expenses  to  the  total 
expenses: 

Operation,  inctnding  all  repairs 

6, 833.  61 

8, 844.  8.5 

7, 829.  GO 

8,520.38 

7, 843.  85 

(per  cent) . 

53.  72 

43.96 

60.  27 

46.41 

43.17 

Power  (per  cent) . 

37. 32 

46. 03 

30.  58 

39.  27 

49.96 

General  expenses  (per  cent) . 

Ratio  of  total  operating  expenses  (includ¬ 
ing  power  and  general  expenses)  to  pay 
received  of  517,000  per  mile  per  annum 

8-96 

10.01 

9.15 

14.32 

6. 87 

(per  cent) . 

40.19 

52.  03 

46.  05 

50.12 

46.14 

The  data  in  the  above  two  tables  are  collated  from  the  following 
sources : 

Figures  for  ^‘operating  expenses*’  through  ^‘bond  premium”  from 
the  report  of  the  American  Audit  Co.  Operating  expenses  for  Boston, 
New  York  and  Brookhm,  Chicago,  and  St.  Louis,  from  Exhibit  H,  page 
236.  Insurance  through  bond  premium:  Boston  from  Exhibit  D, 
page  223:  New  York  and  Brooklyn  from  Exhibit  E,  page  224; 
Chicago  from  Exhibit  G,  page  226;  St.  Louis  from  Exhibit  H,  page 
227;  Philadelphia,  ^ ^operating  expenses”  through  ^^bond  premium’’ 
from  Exhibit  A,  page  214. 

The  cost  per  mile  and  the  ratio  of  cost  are  calculated  from  the 
total  costs,  and  the  mileages  as  given  m  the  table  ^  ^Data  concernmg 
pneumatic-tubes  companies,”  from  the  report  of  Mr.  Fry,  page  286. 

VALUE  OF  PNEUMATIC-TUBE  SYSTEMS  TO  THE  GOVERNMENT. 

The  special  advantages  which  are  secured  to  the  postal  service  by 
the  operation  of  the  pneumatic  tubes  for  the  transmission  of  mails 
are  difficult  to  appraise  in  monetary  value.  It  is  estimated  that  the 
pneumatic  tubes  have  superseded  other  classes  of  service  which  if 
substituted  for  them  would  cost  the  department  approximately 
$362,000  a  year.  The  difference  between  this  cost  and  the  annual 
cost  of  the  tube  service,  represented  either  in  the  annual  contract 
price  paid  the  companies  or  m  the  cost  to  the  Go^mrnment  of  opera¬ 
tion  if  the  Government  owned  the  tubes,  must  be  considered  in  rela¬ 
tion  to  the  special  advantages  derived  from  that  service.  These 
special  advanto.ges  have  been  referred  to  hereinbefore. 

There  are  other  advantages  which  would  accrue  to  the  department 
m  cpose  the  Government  owned  and  operated  the  tubes,  such  as  the 
following: 

The  difficulties  and  expenses  which  corporations  and  companies 
have  in  securing  franchises  for  the  operation  of  serffice  and  permits 
for  laying  the  tubes,  and  of  raising  capital  for  their  construction, 
would  not  be  encountered  by  the  Government.  The  construction 
and  operation  of  tubes  at  less  cost  by  the  Government  would  en¬ 
courage  the  extension  of  the  systems  where  at  the  present  cost  such 
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extensions  are  impracticable  and  inadvisable.  Tlie  necessit}^  for 
meeting  all  expenses  of  changes  in  the  tube  lines  would  result  in 
more  economical  administration  in  the  matter  of  locating  postal  sta¬ 
tions  which  are  to  be  supplied  from  hues. 

The  utihtv  and  general  advantage  of  the  use  of  pneumatic  tubes 
for  mail  transportation  in  cities  has  been  approved  and  commended 
by  all  commissions  that  have  considered  the  subject,  whether  com¬ 
posed  wholly  or  in  part  by  postal  officials.  Practical  experience 
vdth  the  service  appears  to  have  justified  the  opinions  so  expressed. 
The  estimated  monetary  value  to  the  Government  of  the  present  pneu¬ 
matic-tube  systems  is  as  follows : 

The  utihty  of  the  system  in  Boston,  New  York,  and  Brookl}^!!, 
and  Philadelphia  has  been  amply  demonstrated  by  experience,  and 
is  sustained  by  the  opinion  of  postal  officials.  Particularly  is  the 
system  usefid  in  New  York  City,  where  it  covers  the  enthe  scheme 
of  post  office,  postal  stations,  and  raihoad  stations  on  Manhattan 
Island  as  far  north  as  One  hundred  and  twenty-fifth  Street.  The 
extent  of  tubes  contracted  for  in  Chicago  was  never  fully  installed 
because  the  changes  in  physical  conditions  in  the  city  and  the  diffi¬ 
culty  the  company  had  in  raising  adequate  funds  to  complete  the 
s^^stem  because  of  the  pecuharity  of  the  franchise.  The  service 
therefore  has  never  been  as  useful  in  that  city  as  in  the  ones  above 
named.  In  St.  Louis  the  system  is  quite  hmited,  and  no  part  of  it 
is  used  above  30  per  cent  of  the  theoretic  maximum  capacity. 

Mr.  Fry  estimates  cost  of  duplication  as  $4,290,519.87  and  the 
going  value  at  $5,142,596.50  (pp.  255,  264,  270,  275).  The  mini¬ 
mum  value  of  the  present  system  to  the  Government  is  estimated 
at  $5,078,560.21,  being  the  estimate  of  Mi\  Fr}^  for  all  cities  exclusive 
of  Boston  and  St.  Louis,  where  the  estimate  of  the  department  is 
substituted.  As  to  Boston,  his  estimate  was  revised  by  the  Post 
Office  Department,  Mr.  Fry  having  used  $399,585.80  as  the  Audit 
Co.’s  ledger  construction  account  (p.  275),  whereas  this  includes  the 
cost  of  certain  small  tubes  not  used  for  mail  service,  the  amount  being 
$380,238.12  instead.  For  St.  Louis  Mr.  Fry  did  not  make  an  estimate, 
and  this  was  made  by  the  department  (pp.  255,  264,  270).  This 
is  arrived  at  by  the  plan  of  the  Interstate  Commerce  Commission, 
namel}',  by  taking  the  cost  of  construction  (in  this  case  the  one  given 
by  the  American  Audit  Co.  hereinbefore  stated),  the  cost  of  repro¬ 
duction  (in  this  case  the  figures  given  by  Mr.  Fry  in  his  report  here¬ 
inbefore  staterl),  and  the  going  value  as  determined  by  the  depart¬ 
ment  for  St.  Louis,  according  to  the  method  followed  by  Mr.  Fry, 
and  taking  an  average  of  the  three.  The  maximum  value  is  placed 
at  $7,351,643.38,  and  is  arrived  at  by  the  same  process,  except  that 
the  going  value  is  determined  according  to  the  claims  of  the  pneu¬ 
matic-tube  companies,  namely,  by  deducting  only  the  operating  ex¬ 
penses  from  the  gross  revenue  and  capitalizing  the  result  at  4  per 
cent.  Mr.  Fry’s  finding  as  to  maximum  value  for  Philadelphia 
system  has  been  revised  by  the  Post  Office  Department  for  the  rea¬ 
son  that  he  took  the  tube  company’s  total  claim  of  cost  for  his  fimt 
element  instead  of  the  Audit  Co.’s  finding  of  cost,  namely,  $1,123,000. 
This  reduces  Mr.  Frv’s  result  to  $1,378,665.50.  The  table  follo^ving 
shows  the  figures  referred  to  in  a  more  convenient  form. 
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Esliinatrd  maxiitiuin  mid  viiiiiuuini  value  of  present  systems  to  the  Government  (  J/or.  31, 

1912). 


Boston. 

New  York 
and 

Brookljm. 

Chicago. 

St.  Louis. 

Philadelphia. 

1 

Total. 

American  Audit  Co.’s 
ledger  cost  account  L . 

$.380, 238.12 

$3, 244, 648. 30 

.$905, 188.  71) 

$149,489.11 

.$1, 123, 000. 00 

•8.5,802,564. 29 

Tube  companies 
claimed  total  cost  2. . . 

422, 408. 06 

6,527,046.  45 

1,002,960.39 

275, 121.  99 

2, 006,57.5.14 

10,234,112.  03 

Estimated  cost  of  dupli¬ 
cation,  from  the  re¬ 
port  of  Mr.  Fry  3 . 

426, 762.  00 

2,3a3, 4.39.00 

653,318.  87 

123, 000.  00 

724, 000.  00 

4,290,519. 87 

Going  value  according 
to  Mr.  Fry  •* . 

1,110, 024.75 

1,551,838.00 

616, 691.  75 

35, 292.  00 

1, 828, 750.  00 

5,142,596.50 

Going  value  as  the  tube 
companies  claim  it  3. . 

1,721,709.  00 

5,384,075.00 

2, 153, 041.  25 

414,024.  25 

2, 288, 996. 50 

11,961,846.00 

Maximum  value  of  the 
present  system  to  the 
Government  on  the 
basis  of  the  Interstate 
Commerce  Commis¬ 
sion  as  applied  by  the 
tube  companies  3 . 

842, 903. 04 

3,664,054. 10 

1,2:17,182.90 

228, 837.  78 

1, 378, 66.5. 50 

7, 3.51, 64.3.  .38 

Minimum  value  of  the 
present  system  to  the 
Government  on  the 
basis  of  the  Interstate 
Commerce  Commis¬ 
sion,  as  applied  by 
Mr.  Frv^ . 

639, 008.  29 

2,386, 641.76 

725,066.  46 

102,59:3.  70 

1,225,250.00 

5, 078,560. 21 

1  Pp.  237,  23S,  Boston;  pp.  237,  238,  239,  New  York  and  Brooklyn;  pp.  237, 239,240,  Chicago;  pp.  237,  240, 
St.  Louis;  p.  214,  Philadelphia. 

2  P.  275,  Boston;  p.  253,  New  York  and  Brooklyn;  p.  270,  Chicago;  p.  278,  St,  Louis;  p,  264,  Philadelphia. 

3  P.  275,  Boston;  p.  254,  New  York  and  Brooklyn;  p.  270,  Chicago;  p.  279,  St.  Louis;  p.  263,  Philadelphia. 

4  P.  275,  Boston;  p,  255,  New  York  and  Brooklyn;  p.  270,  Chicago;  St.  Louis  computed  by  department; 
p.  264,  Philadelphia. 

3  P.  276,  Boston;  p,  255,  Nev/  York  and  Brooklyn;  p.  271,  Chicago;  St.  Louis  computed  by  department; 
p.  264,  Philadelphia. 


OFFERS  OF  SALE. 

The  American  Pneumatic  SeiA^ice  Co.,  controlling  the  subsidiary 
companies  operating  service  in  New  York,  Brooklyn,  Boston,  Chicago, 
and  St.  Louis,  submitted  to  the  joint  commission  an  offer  of  sale,  the 
terms  of  which  are  set  forth  in  Appendix  B. 

The  Pneumatic  Transit  Co.,  operating  the  service  in  Philadelphia, 
Pa.,  submitted  to  the  joint  commission  an  offer  of  sale,  the  terms  of 
which  are  set  forth  in  Appendix  C. 

ESTIMATEU  COST  OF  OPERATION  UNDER  GOVERNMENT  OWNERSHIP. 

The  testimony  and  reports  submitted  to  the  jomt  commission  enable 
a  comparison  to  be  made  between  the  cost  of  operation  of  the  tube 
service  by  the  companies  and  the  probable  cost  of  such  operation  by 
the  Government.  The  estimates  of  cost  give  consideration  to  the 
probable  increase  for  labor  on  account  of  shorter  hours,  repairs,  and 
to  reductions  in  general  expenses,  such  as  salaries,  rent,  hght,  heat, 
legal,  and  travel  exjienses.  The  following  table  shows  the  total  esti¬ 
mates  for  each  city  for  service  performed  by  the  tube  companies  and 
for  the  same  performed  by  the  Government: 
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TahU  showing  the  operating  expenses  of  the  tube  companies,  and  the  estimated  operating 

expenses  of  the  (rovernment. 


Ceneral  expenses. 

Operating  expenses, 
including  repairs. 

Present 
cost  to  tube 
companies. 

Estimated 
cost  to  Gov¬ 
ernment. 

Present 
cost  to  tube 
companies. 

Estimated 
cost  to  Gov¬ 
ernment. 

New  York  and  Brooklyn . 

Philadelphia . ; . 

r'hiofl.p’O  . 

$2S,  484,  66 
5,386.  89 
16, 201. 14 
4, 150.  60 
6,353.56 

89,000. 00 
1,200.  00 
1,500.00 
4, 103. 00 
500.  00 

$103, 106. 98 

33. 858. 53 

37. 790. 53 
24,876.75 
12, 814.  02 

$119, 000. 00 
43,300.00 
49,921.00 
32, 645.  00 
18, 005.  00 

B  n<5tnTi  . 

Rt  T/Onis  . 

Power. 

Total  operating  expenses. 

Present 
cost  to  tube 
companies. 

Estimated 
cost  to  Gov¬ 
ernment. 

Present 
cost  to  tube 
companies. 

Estimated 
cost  to  Gov¬ 
ernment. 

New  York  and  Brooklyn . 

Philadelphia . 

Chicago . 

8107, 973. 36 
39, 193. 02 
25,231.84 
17,272.  29 
4, 952.  76 

$104, 000. 00 
39, 193. 02 
20, 184.  00 
15,545.00 
4,500.  00 

.1234,565.00 
78, 438.  44 
79, 223. 51 
46, 290.  64 
24,120.34 

$232, 000. 00 
83,693.  02 
71,605. 00 
52,293.00 
23,005, 00 

Boston . 

St.  Louis . 

Total  operating  expenses  for  year  ended 
Mar.  31, 1912 . 

462,637.  93 

462,596.  02 

The  figures  for  the  expenses  of  the  tube  comjianies  are  from  the 
report  of  the  American  Audit  Co.  to  the  commission  of  February  21, 
1913.  The  estunated  expenses  to  the  Government  are  by  Mr.  Fry, 
and  are  taken  from  his  report  to  the  commission  of  March  10,  1913. 

The  following  table  shows  estimates  of  the  annual  savings  which 
would  result  in  the  operation  by  the  Government  under  its  owner¬ 
ship  of  the  system  in  each  city  and  for  all  systems  together.  The 
table  shows,  first,  the  estimated  gross  saving  for  each  city  and  for  ail 
combined  based  upon  a  comparison  of  the  present  contract  price  and 
the  estimated  cost  to  the  Government  if  owned  and  operated  by  the 
department;  second,  the  estimated  net  saving  for  each  city  and  for 
all  combined  computed  upon  the  basis  of  purchase  at  the  cost  price 
of  the  ledger  construction  cost  reported  by  the  American  Audit  Co., 
plus  9  per  cent  for  value  of  intangible  property  (the  plan  adopted  by 
the  pubhc  service  commission  of  the  first  district  of  New  York),  and 
a  computation  of  interest  thereon  at  per  cent;  third,  the  esti¬ 
mated  net  saving  for  each  city  and  for  all  combmed  computed  upon 
the  basis  of  the  maximum  value  of  the  tubes  by  the  Interstate  Com¬ 
merce  Commission  plan,  and  a  computation  of  interest  thereon  at 
2^  per  cent;  and,  fourth,  the  estimated  net  saving  for  each  city  and 
for  all  combined  computed  upon  the  basis  of  the  minimum  value  of 
the  tubes  by  the  Interstate  Commerce  Commission  plan,  and  a  com¬ 
putation  of  interest  thereon  at  2^  per  cent.  The  table  also  shows  in 
each  case  of  estimated  net  saving  the  number  of  years  which  would  be 
required  to  repay  the  purchase  price  by  the  application  of  the  annual 
savings. 
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Table  showing  estimated  gross  and  net  savings  under  Government  ownserskip,  and  nvnr.h 
of  years  required  to  repay  purchase  price  by  the  appreciation  of  the  annual  savings. 


New  York 
and 

Brooklyn. 

I’hiladel- 

phia. 

Chicago. 

Boston. 

St.  Louis. 

Total. 

Mileape  Mar.  10,  1913 . 

Present  annual  rental . 

Estimated  cost  under  Gov¬ 
ernment  OAvners’nip  and 
operation . 

Gross  saving  under 
Government  o  av  n  - 
siiip  and  operation . . 

Ledger  constructton  cost  by 

American  Audit  Co . 

Intangible  property  at  9  per 
cent. . . 

Assumed  purctiase  price. . . . 

Interest  at  2.|  per  cent . 

Net  saving  to  the 

GoA"ernment . 

Years  required  to  pay  for 
tubes  by  applying  net 
savings  (inciuding  inter¬ 
est)  ..  . 

2G.  .5230 
.S449, 928.  00 

S232, 000. 00 

9.  999 
$169, 998.^1 

.$83, 693. 02 

1 

9.  6017!  6. 774 

.$i61,286.00|S115,15S.00 

! 

$71,605.00!  $.52,293.00 

1 

1. 9465 
$33, 090. 00 

$23, 005. 00 

54. 8At2 
$929, 460. 30 

$462, 596. 02 

S217, 928. 00 

$86, 305. 28 

$89, 681.00 

$62, 865. 00 

$10,085.00 

$466, 864. 28 

S3, 244,  (>18.  30 

S292, 018. 34 

$1,123,000.00 

$101, 070. 00 

.$905, 188. 76 

$81, 466.  99 

$380, 238. 12 

$34,221.43 

$149, 489.11 

$13, 4.54. 02 

$.5, 802, 564. 29 

$522,230.  78 

S3, 536, 666.  &1 
S88, 416. 00 

S129,512.00 

$1, 224, 070. 00 
$30, 601.  75 

$55,  703. 53 

$986,  655.  75 
$24, 666. 39 

$6-5, 014.  61 

$414, 459. 55 
$10,361.49 

$52, 5'B.  51 

' 

$162, 943. 13 
$4, 073. 58 

?d,011.42 

$6,324,  795.07 
$158,119.21 

$308, 745. 07 

I  i.  85 

13.55 

$7,351,643.38 

$183,791.00 

$283, 073. 19 

20.36 

15.  75 

$5, 078,  560. 21 
$126, 964.01 

$339, 900. 28 

12.95 

10.  ^7 

Years  required  to  pay  for 
tubes  by  applying  net 
savings  (excluding  inter- 
C't)  .  . 

Maximum  value  of  the  tubes 
by  Interstate  Commerce 

CommEsion  plan . 

Interest  at  2^-  per  cent . 

Net  saving  to  the 

Government . 

Years  required  to  pay  for 
tubes  by  applying  net 
savings  (including  mter- 
est) ...  . 

.S3, 664, 054. 10 
S91,601.35 

$126,326.65 

$1, 378,  665. 50 
$34, 466.  64 

$51,838.64 

.$1, 237, 182. 96 
.$30, 929. 57 

$58, 751.  43 

$.842,  903. 04 
$21, 072.  58 

$41,  792. 42 

$228,  S37. 78 
$5, 720. 95 

$4, 364.  a5 

Years  required  to  pay  for 
tubes  by  applying  net 
savings  (excluding  inter- 

ft«;t)  .  '  _  _ 

Minimum  value  of  the  tubes 
by  Interstate  Commerce 

Commission  plan . 

Interest  at  2h  per  cent . 

Net  saving  to  the 

Government . 

A^ears  required  to  pay  for 
tubes  by  applying  net 
sailings  (including  iater- 

fist) 

$2, 386,  041. 76 
$59,  666. 04 

.$158, 261. 96 

$1, 225, 250.00 
$30, 631. 25 

$55, 674. 03 

$725, 066. 46 
$18, 126.  66 

$71,5.54. 34 

. 

. 

$639, 008. 29 
$15, 975. 21 

$46,  889. 79 

. 

$102,593.70 
$2, 564. 84 

$7, 520. 16 

' 

■ 

. 

Years  required  to  pay  for 
tubes  by  applying  net 
savings  (excluding  inter- 

ftSl  ) 

■  ■ 

1 

EXTENSION  OF  TUBES  UNDER  GOVERNMENT  OWNERSHIP. 

The  development  and  growth  of  the  larger  cities  will  make  it 
desirable  to  extend  the  present  tube  systexns  and  possibly  to  install 
pneumatic  tubes  in  other  cities.  There  should  be  no  difhcidty  in 
letting  contracts  for  such  extensions. 

It  is  thought  that  the  Government  could  readily  obtani  any  neces¬ 
sary  franchises  to  construct  tubes  or  to  extend  the  present  systems 
in  all  cities. 
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LARGER  TUBES  OR  TUNNELS  TO 


CON  YEA'  ALL  THE  MAILS. 


During  recent  years  there  has  beeii  some  contention  that  there 
should  be  installed  larger  tubes  or  tunnels  capable  of  transporthig 
all  the  mails,  particularly  between  post  offices  and  important  rail¬ 
road  depots.  The  introduction  of  parcel  post  has  accentuated  to 
some  extent  this  contention.  The  principal  reasons  advanced  for 
the  use  of  larger  tubes  are  the  provision  of  a  faster  means  of  trans¬ 
portation,  free  from  outside  interference  and  available  at  all  times 
for  the  transmission  of  mail  in  pouches  and  sacks  without  breaking 
bulk,  to  avoid  delays  to  the  mails  on  account  of  cono’estion  in  the 
streets,  and  to  contribute  to  the  relief  of  crowded  avenues  of  traffic 
by  the  elimination  of  mail  wagons  and  automobiles. 

Congress,  hi  an  act  approved  March  4,  1911,  authorized  the  Post¬ 
master  General  to  advertise  for  the  construction  of  double  lines  of 
pneumatic  tubes,  30  inches  in  diameter  and  not  exceeding  1  mile  m 
length,  in  the  city  of  Chicinnati,  Ohio,  and  to  enter  into  contract  for 
the  operation  of  the  same  for  the  transmission  of  the  mails,  at  a  rate 
not  exceeding  $17,000  per  mile  per  annum,  until  June  30,  1913,  pro¬ 
vided  that  no  contract  should  be  entered  into  until  the  proposed 
lines  should  have  been  operated  for  mail  purposes  in  a  satisfactory 
manner  for  six  months  without  cost  to  the  Government. 

A  proposal  was  made  by  the  Universal  Pneumatic  Transmission 
Co.,  of  Chicago,  Ill.,  for  a  line  0.79  mile  in  length  between  the  post 
office  and  the  Central  Union  Station,  at  the  maximum  rate  which  was 
accepted  by  the  Post  Office  Department.  The  company,  after  twice 
securing  an  extension  of  time  for  the  commencement  of  service,  failed 


to  construct  the  tubes. 

Considerable  interest  has  been  manifested  in  the  question  of  con¬ 
structing  large  tubes  in  New  York  City  by  individuals  and  tube  com¬ 
panies,  which  culmuiated  in  the  appointment  by  the  Postmaster 
General  of  a  commission  of  postal  officials  on  October  24,  1912,  to 
investigate  and  report  on  the  advisability  of  the  establishment  of 
mail  service  between  the  Grand  Central  Station  and  Pennsylvania 
Terminal  in  New  York  Cit'V'  bv  a  pneumatic  or  electric  tube  system. 

It  is  learned  that  the  Post  Office  commission  received  tentative 
propositions  from  four  companies  for  the  construction  and  equip¬ 
ment  of  large  tubes  between  the  two  points  named  at  prices  ranging 
from  $425,000  to  $050,000.  One  of  the  companies  proposed  to  con¬ 
struct  a  tube  9  feet  wide  by  6  feet  deep  to  accommodate  double  tracks, 
and  also  providtc  space  for  smaller  tubes  for  the  transmission  of  ffi-st- 
class  mails  if  desired.  The  cars  would  be  nearlv  9  feet  in  length  and 


designed  to  carry  several  pouches  or  sacks  of  mail.  Another  com¬ 
pany  proposed  to  construct  a  system  of  double  tubes  30  inches  in 
diameter,  and  another  proposed  similar  tubes  36  inches  in  diameter, 
the  cars  to  accommodate  from  one  to  tw  o  pouches  or  sacks.  Each  of 
these  systems  was  to  be  operated,  by  electric  powder.  iTnother  com¬ 
pany  proposed  to  construct  a  system  of  double  or  single  tubes  24 
inches  in  diameter  for  the  operation  of  cvlindrical  cars  that  would 
carry  one  pouch  or  sack  at  a  time  and  be  propelled  by  the  vacuum 


process. 

Only  one  of  these  compa-nies  expressed  a  w'iliiiigness 
large  tubes  and  operate  them  under  contract.  Thev 


to  construct 
pro  loosed  to 
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traiisiiiit  the  mails  on  a  ton-mile  basis  at  a  rate  not  to  exceed  10  per 
cent  above  the  cost  of  the  automobile  service  between  the  two  points 
named;  the  weights  to  be  secured  at  the  time  of  dispatch  or  on  the 
basis  of  annual  weighings  during  representative  periods.  The  com¬ 
pany  proposed  to  use  the  tubes  for  commercial  business,  but  would 
give  tlie  mails  absolute  right  of  way. 

The  distance  between  the  Grand  Central  Station  and  the  new  post 
office  is  slightly  over  1 J  miles.  It  will  readily  be  seen  that  the  cost  of 
construction  and  eciuipment  of  a  double-tube  system  would  run  from 
$300,000  to  $420,000  per  mile,  according  to  the  system  selected. 
The  high  cost  of  construction  is  due  mostly  to  subsurface  conditions 
in  jSTew  York  City  and  the  difficulties  to  be  overcome  in  entering  post- 
office  buildings  with  tubes  of  large  diameter. 

There  is  so  much  under  street  construction  in  New  York  City  that 
any  additional  pipe  lines  or  tunnels  would  have  to  follow  a  low  level, 
particularly  at  street  intersections,  where  the  subways  would  be 
encountered.  At  present  there  are  subways  under  Fourth  and  Sixth 
Avenues  south  of  lYrty-second  Street,  another  subway  is  being  con¬ 
structed  under  Broadway,  aud  yet  another  is  soon  to  be  installed 
under  Seventh  Avenue.  This  makes  four  subways  that  would  have 
to  be  crossed. 

It  is  generally  conceded  that  on  account  of  the  structural  vrork  of 
the  Grand  Central  Depot  and  sunken-track  levels,  and  the  subway 
construction  under  Forty-second  Street  and  Lexington  Avenue,  it 
would  be  very  difficult  to  approach  the  Grand  Central  Station  except 
at  a  very  low  level.  This  would  necessitate  the  use  of  lifts  and  mail 
chutes,  which  would  add  considerably  to  the  cost  of  construction  and 
operation  of  the  proposed  tubes  and  require  more  time  and  labor  in 
the  handling  of  the  mails. 

Eugineeis  who  have  made  a  study  of  the  situation  state  that  it  is 
very  difficult  to  induce  contractors  to  take  up  work  of  this  kind 
except  at  a  very  high  figure,  due  to  the  conditions  incident  to  such 
undertakings  and  the  heavy  damage  risks  they  would  have  to  assume. 

It  is  evident  that  any  underground  system  for  the  transportation 
of  the  mails  in  bulk  can  only  be  secured  at  great  cost.  It  is  not  our 
duty  under  the  authority  given  this  joint  commission  to  determine 
whether  the  cost  would  be  justified  either  by  the  advantages  offered 
over  the  present  means  of  ser ffice  or  the  volume  of  mails  to  be  trans¬ 
ported. 

There  is  a  daily  average  of  about  12,000  pouches  and  sacks  con¬ 
veyed  between  the  Grand  Central  and  Pennsylvania  Stations  in  both 
directions.  The  weight  of  the  mails  exceeds  300  tons  daily.  It  has 
been  found  that  at  certain  times  of  the  day  tubes  as  proposed  would 
not  have  sufficient  capacity  to  move  all  of  the  mails,  and  consequently 
other  means  of  transportation  would  have  to  be  employed. 

It  is  estimated  that  the  time  in  transit  by  tube  would  be  from  four 
to  seven  minutes,  and  about  three  minutes  more  would  be  consumed 
in  loading  and  unloachng.  If  elevators  and  chutes  are  used,  more 
time  would  be  required.  An  automobile  capable  of  carr}nng  from 
60  to  80  pouches  and  sacks  will  cover  the  distance  in  10  minutes, 
although  the  running  time  allowed  at  present  during  part  of  the  day 
is  12  minutes,  and  consume  about  eight  minutes  more  in  loading  and 
unloading. 
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A  further  feature  wliich  must  be  seriously  considered  in  connecTion 
with  any  large  tube  system  is  the  provision  which  must  be  made  to 
handle  at  terminals  and  stations  carriers  as  large  as  30  inches  in 
diameter  or  larger.  In  order  to  do  this,  profusion  must  be  made  for 
space  and  tracks  hke  a  miniature  railroacl  yard.  A  yard  with  carves 
in  it  would  be  out  of  question,  as  the  limiting  curve  for  a  24-inch 
carrier  is  50  feet,  and  the  hmlting  curve  for  a  30-inch  tube  would  be 
stiU  larger.  On  page  105  reference  is  made  to  a  plan  of  a  yard  that 
will  accommodate  eighty  24-inch  carriers,  designed  by  D.  H.  Burnham 
&  Co.  for  the  nev/  W aslnngton  post  office.  A  plan  constructed  upon 
this  need  shows  that  so  much  si:ace  v/ould  be  taken  up  that  it  would 
be  impracticable  to  install  on  the  distribution  floor  of  a  post  office. 

An  inquiry  was  made  of  the  postmasters  of  the  cities  in  which  tube 
service  is  now  in  operation  as  to  their  opinion  regarding  the  justifi¬ 
cation  for  larger  tubes.  The  postmaster  at  New  York  reported  that 
larger  tubes  would  be  justified  between  Grand  Central  and  Pennsyl¬ 
vania  Stations  and  between  the  Pennsylvania  Station  and  New  York 
general  post  office.  The  postmaster  at  Brooklyn  reported  that  there 
would  be  no  justification  for  larger  tubes  between  points  in  that  city. 
The  postmaster  at  Boston  reported  that  there  would  be  no  justifica¬ 
tion  for  larger  tubes  between  points  in  that  city.  The  postmaster  at 
Philadelphia  reported  that  there  would  be  no  justification  for  larger 
tubes  between  points  in  that  city.  The  postmaster  at  Chicago 
reported  that  if  the  department  decided  such  tubes  to  be  practical 
and  the  cost  of  installation  and  operation  would  not  be  unreasonably 
greater  than  the  cost  of  screen  wagon  or  automobile  service  their 
installation  would  be  justified.  The  postmaster  at  St.  Louis  reported 
that  larger  tubes  would  be  a  material  benefit  between  the  general 
post  office  and  Central  Station  and  between  Central  Station  and 
Bridge  Station.  In  this  connection  it  will  be  noted  from  the  table 
of  per  cent  of  use  hereinbefore  given,  that  the  maximum  use  of  the 
present  tube  in  St.  Louis  is  only  between  20  and  30  per  cent  and  the 
'  minimum  use  between  4.5  and  10  per  cent  of  tube  efficiency. 

The  authority  conferred  upon  this  joint  commission  does  not 
extend  to  the  question  of  the  purchase  and  operation  of  pneumatic 
tubes  other  than  those  in  operation  and  the  extension  of  such  sys¬ 
tems.  It  has  been  deemed  proper,  however,  to  refer  to  the  question 
of  larger  tubes  and  their  desirability  or  undesirability  because  of  the 
1  contentions  made  that  the  existing  tubes  should  be  superseded  by 
larger  ones.  The  joint  commission  heard  all  the  testimony  which 
was  offered  upon  this  question  and  is  of  the  opinion  that  the  utility 
of  the  present  8-inch  tubes  is  not  affected  by  the  question  of  the 
desirability  of  larger  tubes  under  certain  conditions  when  the  cost  of 
construction  and  operation  of  the  same  is  taken  into  consideration. 

CONCLUSIONS. 

In  view  of  the  testimony  and  reports  submitted  and  set  forth  iji 
the  hearings  before  the  Joint  Commission  to  Investigate  the  Pneu¬ 
matic  Tube  Postal  System,  and  the  foregoing  recited  facts,  we  reach 
the  following  conclusions : 

The  pneumatic-tube  service  for  the  transmission  of  mails  in  the 
cities  in  which  such  service  is  now  mstalled  is  a  valuable  adjunct  to 
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tile  mail  traiisportatioji  service  for  handling  first-class,  registered, 
and  special-delivery  mails  not  furnished  by  other  means  of  trans¬ 
portation,  and  is  justified  by  the  advantages  of  availabihty,  expedi¬ 
tion,  security,  and  reliability. 

The  Postal  Service  and  the  patrons  of  the  mails  have  become 
adjusted  to  this  mail  facility  through  use  during  the  contract  periods, 
and  its  considerable  withdrawal  or  discontinuance  would  be  regarded 
as  an  inadvisable  curtailment  of  facilities.  The  present  contracts 
expire  June  30,  1916. 

The  tubes  as  now  used  have  been  for  the  most  part  laid  under 
contracts  with  the  Government  solely  for  postal  purposes  and  if  the 
mail  service  by  them  were  discontinued  there  is  little  use  to  which 
they  could  be  put  for  commercial  purposes,  and  that  only  by  exten¬ 
sive  changes  of  termuials  and  relocation  of  supplemental  lines  and 
the  terminal  machinery. 

Under  Government  ownership  and  operation  of  the  tubes  and 
equipment  important  advantages  would  accrue.  The  necessity  for 
financing  an  enterprise  attended  with  a  certain  amount  of  risk  with 
the  consequent  cost  for  the  hazard — ultimately  paid  by  the  Govern¬ 
ment  in  the  contract  price  of  service — would  be  obviated.  Difficul¬ 
ties  in  obtaining  franchises  would  not  exist.  Extensions  of  lines 
where  justified  would  be  possible  at  reduced  cost  and  depending 
only  upon  the  judgment  of  the  officers  of  the  Post  Office  Department 
and  the  action  of  Congress.  The  location  of  postal  stations  and  the 
maintenance  or  construction  of  tube  lines  to  supply  them  would  be 
coordinated,  thus  resulting  in  fewer  changes  in  line  locations  and 
abandonment  of  constructed  lines  and  consequent  loss.  The  Gov¬ 
ernment  would  maintain  and  operate  the  tubes  at  an  annual  cost 
much  less  than  it  is  paymg  under  contracts  for  the  service  because  it 
would  be  relieved  of  interest  at  commercial  rates  on  bonded  debts, 
insurance  charges,  taxes,  dividends  on  stock  or  return  on  investment, 
and  certain  other  expenses,  such  as  salaries,  rent,  light,  heat,  and 
legal  services,  npw  obligations  upon  the  contracting  companies. 
The  contract  cost  of  the  service  for  the  fiscal  yeaiT912  was  S929,460.30. 
It  is  estimated  that  under  Government  ownership  and  operation  the 
cost  would  be  approximately  $462,596.02  per  annmn,  a  saving  of 
$466,864.28  per  amium,  which  would  repay  the  first  cost  in  10.87 
years  if  purchase  be  made  at  the  estimated  minimum  value  of 
$5,078,560.21.  If  2i  per  cent  be  allowed  upon  such  purchase  value 
the  first  cost  would  be  repaid  in  about  12.95  years. 

In  view  of  the  facts,  we  are  of  the  opinion  that  it  is  feasible  and 
desirable  for  the  Government  to  purchase  and  operate  the  equipment 
for  pneumatic-tube  service  in  the  cities  in  which  such  service  is  now 
installed,  together  with  rights  to  operate  and  extend  equipment  in 
such  cities  and  elsewhere,  such  purchase  and  operation  to  become 
effective  from  the  date  of  the  termination  of  the  present  contracts  for 
service. 

We  recommend  that  authority  be  given  the  Postmaster  General  to 
negotiate  with  the  pneumatic-tube  companies  concerned  for  the  pur¬ 
chase  of  the  pneumatic  tubes  and  all  appurtenances,  rights,  and  equip¬ 
ment  connected  therevdth  in  operation  under  contract  for  mail  service 
in  the  cities  in  which  such  service  is  now  installed,  together  with  patent 
rights  to  operate  and  extend  tubes  and  equipment  in  such  cities  and 
elsewhere,  and  to  purchase  the  same  in  whole  or  in  such  part  as  may 
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be  represented  by  the  service  in  any  one  or  more  of  the  cities  con¬ 
cerned,  at  such  amount  or  amounts  as  may  be  reasonable  and  just, 
and  that  such  purchase  shall  be  approved  by  the  two  Committees  on 
Post  Offices  and  Post  Roads  of  the  Senate  and  House  of  Representa¬ 
tives  before  the  same  shall  be  made. 

Hoke  wSmith, 

C}i<iirman . 

Joseph  Stewart. 


October  23,  1914. 


'Sh\  Blackmon,  of  Alabama,  one  of  the  members  of  the  Pneumatic 
Tube  Commission  appointed  under  the  authority  conferred  on  the 
chairman  of  the  Coimnittee  on  Post  Office  and  Post  Roads  of  the 
House  of  Representatives,  approved  August  24,  1912,  submits  the 
following  as  his  conclusions  as  derived  from  the  testimony,  heaiungs, 
and  investigations  of  the  pneumatic-tube  system  which  is  now  being 
leased  by  the  Federal  Government  and  operated  in  the  cities  of  Xew 
York,  Philadelphia,  Boston,  Chicago,  and  St.  Louis: 

I  agree  that  the  testimony  taken  and  the  figures  submitted  by  the 
engineers  and  auditors  employed  by  the  commission  are  correctly 
reported  in  the  report,  but  I  can  not  agree  to  recommend  to  Congress 
a  purchase  of  these  tubes,  ^ly  reasons  are  these: 

First.  I  do  not  believe  that  the  Government  can  operate  a  pneu¬ 
matic-tube  system  as  cheaply  as  can  private  individuals. 

Secondly.  I  am  not  convinced  that  there  exists  a  necessity  for  tlie 
operation  of  fifty-odd  miles  of  8-inch  pneumatic  tubes. 

Third.  If  the  necessity  exists  for  the  use  of  pneumatic  tubes,  the 
present  tubes  have  not  the  capacity  to  keep  pace  with  the  increase  in 
mail  matter  that  is  bound  to  come  from  a  perfection  of  our  parcel-post 
system. 

Fourth.  A  careful  examination  of  all  the  testimony  and  facts  sub¬ 
mitted  leads  me  to  believe  that  the  Government  can  take  care  of  this 
class  of  mail  by  contract,  using  screen  wagons  and  automobiles,  more 
cheaply  than  it  can  be  handled  by  any  system  of  pneumatic  tubes. 

I  am  not  prepared  to  say  that  the  $17,000  per  mile  paid  fcr  the 
service  now  being  handled  by  the  use  of  the  pneumatic-tube  system 
is  excessive,  but  I  am  convinced  that  there  is  not  sufficient  mail 
handled  through  these  tubes  to  warrant  the  Government  in  paying 
$17,000  per  mile  for  the  service. 

In  view  of  the  foregoing  conclusions  reached  by  me,  I  can  not  join 
in  recommending  to  Congress  a  purchase  of  these  tubes. 

Respectfully  submitted. 


Fred  L.  Blackmon. 


APPENDIXES. 


APPENDIX  A. 


History  of  Pneumatic-Tube  Mail  Service,  1892-1914.^ 

The  use  of  pneumatic  tubes  in  the  United  States  Postal  Service  for  the  general  trans¬ 
mission  of  hrst-class  mail  is  believed  to  be  the  first  general  use  of  large  tubes  for  mail 
purposes.  In  foreign  countries  pneumatic  tubes  of  small  diameters  (say  24  to  3  inches) 
had  been  used  for  the  transmission  of  telegrams,  and  in  some  instances  for  the  transmis¬ 
sion  of  special-delivery  letters  or  cards.  In  the  United  States  there  trere  also  some 
instances  in  commercial  business  of  the  use  of  pneumatic  tubes  of  similar  dimensions 
for  like  purposes  and  for  comparatively  short  distances.  The  first  installation  of  a  large 
tube  for  postal  purposes  was  made  in  1893  in  Philadelphia,  Pa.,  this  being  a  6-inch 
tube,  and  it  is  said  that  the  problems  connected  with  its  operation  were  entirely 
different  from  those  presented  in  the  use  of  the  tubes  of  smaller  diameter.  This  G- 
inchtube  was  in  operation  for  about  four  years  before  the  installation  of  8-inch  tubes. 
There  has  been  a  constant  employment  of  inventive  ingenuity  during  the  past  15  years 
to  improve  the  mechanical  operation  of  these  larger  systems.  The  chronology  of  the 
development  of  the  pneumatic-tube  mail  seinnce  is  biieflj"  given  as  follows: 

1892. 

In  the  annual  report  of  Postmaster  General  Wanamaker  he  stated  that  he  was  able  to 
secure  an  item  of  SlO.OOOinthe  last  appropriation  bill  for  experiments  with  pneumatic 
tubes,  and  that  in  response  to  advertisements  eight  proposals  were  received,  of  which, 
however,  only  one  proved  practicable  for  immediately  testing  the  tubes  for  serwlce; 
that  the  Pneumatic  Transit  Co.  of  New  Jersey  was  already  jiutting  down  tubes  in  Phila¬ 
delphia  between  the  general  post  office  and  the  East  Chestnut  Street  Postal  Station, 
to  be  completed  soon  after  December  1,  1892,  and  that  he  was  informed  that  the  com¬ 
pany  had  incuiTed  am  expense  of  $25,000.  He  stated  further  that  the  Post  Office  De¬ 
partment  could  try  the  system  for  one  year  without  expense  and  then  rent,  purchase, 
or  reject  it  without  incuning  any  liabilitju 

1893. 

On  March  1  the  use  of  the  Philadelphia  6-inch  tube,  as  above  described,  for  the 
transmission  oi  mail  experimental! v,  commenced. 

1894. 

On  March  1  the  Post  Office  Department  commenced  pairing  for  the  use  of  the  Phila¬ 
delphia  tube,  the  terminus  of  which  had  been  removed  from  the  East  Chestnut  Street 
Station  to  the  Bourse  Building;  total  distance,  0.55  mile;  annual  pay,  $4,000.  This 
was  reduced,  commencing  March  1,  1895,  to  $3,450  per  annum. 

1895. 

In  his  annual  report  the  Second  Assistant  Postmaster  General  stated  that  it  might 
soon  be  feasible  to  install  an  experimental  tube  or  mechanical  appliance  between 
the  New  Amrk  general  post  office  and  the  Forty-second  Street  Depot  and  between  New 
York  and  Brooklvn. 

i89e. 

The  appropriation  bill  for  fiscal  year  ended  June  30,  1897,  in  the  allowance  for 
“Mail  messenger  serffice,”  provided  that  a  sum  not  exceeding  $35,000  might  be  used 
for  the  transportation  of  mails  by  pneumatic  tubes  or  other  similar  device. 

In  his  report  for  that  year  the  Second  Assistant  Postmaster  General  stated  that 
24-inch  or  oG-inch  tubes  are  not  practicable  on  aecount  of  construction  difficultie.s 
and  expense,  but  that  a  10-inch  tube  with  8-inch  carriers  would  relieve  the  depart¬ 
ment  of  65  to  70  per  cent  of  trips  now  made  by  wagons.  He  stated  that  jirospects 
seemed  favorable  for  contracts  in  New  Amrk,  Philadelphia.,  and  Boston,  and  that  it 
was  possible  that  a  proposition  might  be  received  from  New  Anrk  City  for  pneumatic- 


^  Compiled  from  the  report  of  the  “Investigations  as  to  Pneumatic-Tube  Service  for  the  -laiLs"  (Wash- 
ington,  1909,  n.  Doc.  No.  1220,  GOth  Cong.,  2d  sess.)  and  Post  Office  Department  records. 
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tube  service  over  almost  the  entire  island,  in  which  event  he  would  ask  that  Congress 
change  the  amount  of  money  paid  for  regulation  wagon  service  in  New  York  City 
to  the  pneumatic -tube  fund,  ‘‘as  the  establishment  of  the  tube  service  would  prac¬ 
tically  do  away  with  wagon  service  in  New  York  City.”  He  recommended  that 
$50,000  be  appropriated. 

1897. 

The  appropriation  bill  for  the  j^oar  ended  June  30,  1898,  permitted  the  expendi¬ 
ture  of  $150,000  (out  of  mail-messenger  fund)  for  transportation  of  mail  by  i>neiimatic 
tube  or  other  similar  device.  In  pursuance  of  this,  contracts  were  made  for  service 
in  Philadelphia,  Brooklyn,  New  York,  and  Boston,  by  8-inch  tubes,  carriers  to  be 
6|  by  21  inches. 

Tube  service  began  under  this  arrangement  October  15,  between  the  general  post 
office  and  Station  P,  New  York,  N.  Y.,  0.7  mile;  December  20,  between  the  general 
post  office  and  North  Union  Station,  Boston,  Mass.,  0.74  mile;  Febniary  26,  1898, 
between  the  general  post  office  and  Station  P,  New  York,  N.  Y.,  0.7  mile;  March 
10,  1898,  contract  was  made  for  the  renewal  of  service  by  the  6-inch  tubes;  between 
the  general  post  office  and  the  Bourse  Station,  Philadelphia,  Pa.,  0.52  mile,  at  $17,600 
per  annum;  April  7,  1898,  tube  service  began  between  the  general  post  office  and 
Broad  Street  Station,  Philadelphia,  Pa.,  0.94  mile,  at  $16,966  per  annum;  August  1, 
1898,  tube  service  began  between  the  general  post  office.  New  York,  N.  Y.,  and  the 
general  post  office,  Brooklyn,  N.  Y.,  1.65  miles. 

1898-1902. 

The  following  table  shows  the  service  in  operation  August  1,  1898: 

Pneumatic-tube  service  in  ojyei'ation  Aug.  1,  1898. 


City. 

Termini. 

I.ength. 

Aimual 

rate. 

Rate  per 
mile. 

Boston  Mass . 

General  post  office  to  North  U  nion  Station . 

Miles. 

0.74 

1  $17,055. 00 

2  20,200. 00 

$23,047 

12,242 

New  York,  N.  Y. . . 

New  York  general  post  office  to  Brooklyn  general 

1. 65 

post  office. 

General  post  office  to  Station  P . 

General  post  office  to  Station  D,  Madison  Square, 

1  4.20 

3 176,099.  70 

41, 928 

Philadelphia,  Pa . . . 

and  F  to  H. 

General  post  office  to  Bourse  Station . . 

f 

.52 

4 17,965.  00 

34,548 

General  post  office  via  Reading  terminal  to  Broad 

.94 

16,966. 00 

18, 048 

Total . 

Street  Station. 

8.05 

248,2.8.5.  70 

30, 842 

1  Includes  steam  power,  $8,055. 

2  Lacludes  labor,  $6,200. 

3  Includes  labor,  $10,000;  steam  power,  $15,044.70;  and  2  engineers,  $2,555. 

4  Includes  steam  power. 

The  Post  Office  appropriation  bill  for  the  year  ended  June  30,  1899,  prohibited  any 
new  contracts  for  pneumatic-tube  service.  (This  prohibition  continued  until  June  30 
1901.) 

The  following  table  shows  the  service  in  operation  during  the  years  1899,  1900, 
and  1901: 

Pneumatic-tube  service  in  operation  June  30,  1899,  1900,  and  1901. 


City. 

Termini. 

Length. 

1 

Annual 

rate. 

Rate  per 
mile. 

Boston,  Mass . 

New  York,  N.  Y... 

Philadelphia,  Pa. . . 

Total . 

General  post  office  to  North  Union  Station . 

New  York  general  post  office  to  Brooklyn  general 
post  office - 

General  post  office  to  Station  P . 

General  post  office  to  Station  D,  Madison  Square, 
and  F  to  H. 

General  post  office  to  Bourse  Station . 

General  post  office  via  Reading  terminal  to  Broad 
Street  Station. 

Miles. 
0.  74 
1.65 

1  4.20 

.52 

.94 

$9,000 

1  20,200 

2 158, 500 

17,600 

16,986 

• 

$12, 162 
12, 242 

37,738 

33, 846 
18, 048 

8.05 

222, 266 

27,610 

1  Includes  $0,200  for  labor.  2  Includes  $10,000  for  labor. 
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Congress  omitted  to  make  any  appropriation  for  pneumatic-tube  service  for  the 
fiscal  year  ended  June  30,  1902,  hence  all  of  this  8er^dce  was  discontinued  and  the 
tubes  were  not  operated  from  July  1,  1901,  to  June  30,  1902,  inclusive.  In  lieu  of  an 
appropriation  Congress  directed  an  investigation  by  the  Postmaster  General  as  to  the 
cost  of  construction  and  operation  and  the  utility  of  a  system  of  pneumatic  tubes, 
etc.,  to  enable  Congress  to  determine  whether  to  own,  lease,  extend,  or  discontinue 
the  same. 

RECOMMENDATIONS  BY  COMMITTEE  OF  EXPERTS,  1901. 

On  January  4,  1901,  the  Postmaster  General  made  a  report  to  Congress,  as  directed, 
giving  results  of  an  investigation  of  the  pneumatic-tube  service  by  local  postal  officials, 
this  being  revised  by  a  general  committee  of  postal  officials,  and  this  finally  passed 
upcii  by  a  commission  of  seven  experts  outside  the  Postal  Service,  representative  men 
of  high  commercial  and  engineering  ability.  The  final  committee  of  experts  presented 
a  number  of  conclusions,  among  which  the  following  are  the  most  important: 

1.  They  found  the  new  method  of  mail  transportation  to  be  a  valuable  and  mechan¬ 
ically  successful  system,  pra.ctically  adapted  in  an  admhable  manner  to  the  purposes 
of  the  Post  Office  Department  and  of  great  advantage  to  the  business  interests  of  the 
country  in  facilitating  mail  transmission. 

2.  They  believed  that  the  cost  of  pneumatic  servdce  could  be  reduced  somewhat, 
and  very  considerably  reduced  with  the  further  progress  of  improvement. 

3.  They  declared  that  ownership  by  the  Government  is  considered  desiiable  when¬ 
ever  the  systems  adopted  have  passed  the  experimental  stage. 

4.  As  regards  renewing  contracts  or  making  new  contracts,  they  suggested  that  an 
option  of  later  acquirement  be  included,  and  that  such  acquirement  be  by  appraisal 
by  experts  of  all  property  and  all  patent  rights  applicable  to  the  contmct  or  at  a  stated 
figure. 

5.  They  advised  the  retention  of  all  previously  established  pneumatic -tube  service 
in  Boston,  New  York  (including  the  New  York  and  Brooklyn  line),  and  Philadelphia, 
8.05  miles;  and  they  recommend  the  following  additional  mileage: 


Miles. 

New  York  City . . .  18.  00 

Chicago .  8.78 

Philadelphia .  6.19 

Boston . 70 

St.  Louis . 3.16 


Total . 1 .  36.83 


This  making  a  total  of  both  old  and  nev/  service  of  about  44.88  miles. 

LAW  OF  APRIL  21,  1902. 

The  Post  Office  appropriation  bill  approved  April  21, 1902,  for  the  year  ended  June 
30,  1903,  contained  the  following  provision: 

“For  the  transmission  of  mail  by  pneumatic  tubes  or  other  similar  devdces,  $500,000, 
or  so  much  thereof  as  may  be  necessary;  and  the  Postmaster  General  is  hereby  author¬ 
ized  to  enter  into  contracts  for  a  period  not  exceeding  four  years,  after  public  adver¬ 
tisement  once  a  week  for  a  period  of  six  consecutive  weeks  in  not  less  than  five  news¬ 
papers,  one  of  which  shall  be  published  in  each  city  where  the  service  is  to  be  per¬ 
formed.  That  the  contmcts  for  this  servdce  shall  be  subject  to  the  provisions  of  the 
postal  laws  and  regulations  relating  to  the  letting  of  mail  contracts,  except  as  herein 
otherwise  provided,  and  that  no  advertisement  shall  issue  until  after  a  careful  investi¬ 
gation  shall  havm  been  made  as  to  the  needs  and  practicability  of  such  service  and  until 
a  favorable  report,  in  writing,  shall  have  been  submitted  to  the  Postmaster  Geneial  by 
a  commission  of  not  less  than  three  expert  postal  officials,  to  be  named  by  him;  nor 
shall  such  advertisement  issue  until  in  the  judgment  of  the  Postmaster  General  the 
needs  of  the  Postal  Service  are  such  as  to  justify  the  expenditure  involved.  Adver¬ 
tisements  shall  state  in  general  terms  only  the  requirements  of  the  servdce  and  in  form 
best  calculated  to  invdte  competitwe  bidding. 

“That  the  Postmaster  General  shall  have  the  right  to  reject  any  and  all  bids;  that 
no  contract  shall  be  awarded  except  to  the  lowest  responsible  bidder  tendering  full 
and  sufficient  guaranties,  to  the  satisfaction  of  the  Postmaster  General,  of  his  ability 
to  perform  satisfactory  servdce,  and  such  guaranties  shall  include  an  approved  bond 
in  double  the  amount  of  the  bid. 

“That  no  contract  shall  be  entered  into  in  any  city  for  the  character  of  mail  servdce 
herein  provided  which  will  create  an  aggregate  annual  rate  of  expenditm’e,  including 
necessary  power  and  labor  to  operate  the  tubes  and  all  other  expenses  of  such  service, 
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in  excess  of  4  per  cent  of  tlie  gross  postal  revenues  of  said  city  for  the  last  preceding 
fiscal  year. 

“That  no  contract  shall  be  made  in  any  city  promding  for  3  miles  or  more  of  double 
lines  of  tube  which  shall  involve  an  expenditure  in  excess  of  §17,000  per  mile  per 
annum,  and  said  compensation  shall  cover  power,  labor,  and  all  operating  expenses. 

“That  the  Postmaster  General  shall  not,  prior  to  June  30,  1904,  enter  into  contracts 
under  the  provisions  of  this  act  involving  an  annual  expenditure  in  the  aggregate  in 
excess  of  §300,000;  and  thereafter  only  such  contracts  shall  be  made  as  may  from  time 
to  time  be  promded  for  in  the  annual  appropriation  act  for  the  Postal  Service;  and  all 
provisions  of  la^Y  conti*ary  to  those  herein  contained  are  repealed.” 

Under  this  act  contracts  were  made  for  sermce  covering  mileage  of  double  lines  of 
tubes  in  cities  as  follows: 


Miles. 

Boston .  5.  44 

New  York .  24.  653 

Philadelphia .  7.  642 

Chicago .  8.  79 

St.  Louis .  3.16 


Total .  49.  595 


1903. 

Dining  this  fiscal  year  pneumatic-tube  service  was  resumed  in  Boston.  New  York, 
and  Piiiladelphia  (8.05  miles),  and  extended  so  that  on  June  30,  1903,  there  was  an 
aggregate  in  the  three  cities  in  operation  of  12.495  miles. 

1901. 

Congress  in  the  Post  Office  appropriation  bill  approved  March  3,  1903,  for  the  fiscal 
year  ended  June  30, 1904,  appropriated  “for  transmission  of  mail  by  pneumatic  tubes 
or  other  similar  demces,  §800,000.” 

1905. 


RECOMMENDATIONS  OF  COMMITTEE  OF  1905. 


Congress,  in  Post  Office  appropriation  bill  approved  April  23,  1904,  for  the  fiscal 
year  ended  June  30,  1905,  appropriated  “  For  transmission  of  mail  by  pneumatic  tubes 
or  other  similar  devfices,  $500,000,  from  which  sum  may  be  paid  amount  necessary 
to  fulfill  the  existing  contract  for  service  in  Boston.” 

Under  date  of  October  4,  1905,  a  commission  of  three  expert  postal  officials,  ap¬ 
pointed  by  Postmaster  General’s  order  of  November  15,  1904,  to  carefully  investigate 


»  ■  */  a.  ^  ^  ^ 

report  with  the  following  recommendations  for  additional  mileage: 

City. 

In  opera¬ 
tion  Oct. 
1, 1905. 

Addi¬ 

tional 

recom¬ 

mended. 

Total. 

Miles. 

Miles. 

Miles. 

Baltimore,  Md . 

2.06 

2.06 

Boston.  Mass . 

6.89 

6.89 

Brooklvn,  N.  Y . 

0.94 

3.94 

Cliicago,  m . 

8.88 

8. 814 

17.694 

Cincinnati,  Ohio . 

2.29 

2.29 

Kansas  Citv,Mo . 

2.28 

2.28 

New  York,N.Y . 

6.853 

18. 61 

25. 463 

Philadelphia,,  Pa . 

1.382 

6.242 

7.624 

Pittsburgh,  Pa . 

1.  9 

1.9 

St.  Louis';  Mo . 

2.09 

1.25 

3.34 

San  Francisco,  Cal . 

1.62 

1.62 

Total . 

26. 095 

49. 008 

75. 101 

1906. 

Congress,  in  Post  Office  appropriation  bill  approved  March  3,  1905,  for  the  fiscal 
year  ended  June  30,  1906,  appropriated  “For  transmission  of  mail  by  pneumatic 
tubes  or  other  similar  devices,  $500,000.” 
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1907. 

Con<iTess,  in  Post  Office  appropriation  bill  approved  June  26,  1906,  for  the  fiscal 
year  ended  June  30,  1907,  appropriated  ‘ri^’or  the  transmission  of  mail  by  pneumatic 
tubes  or  other  similar  devices,  $900,000,”  and  provided  further,  as  follows:  ‘‘And  the 
Postmaster  General  is  hereby  authorized  to  enter  into  contracts  not  exceedinp;  in  tlie 
aggregate  $1,250,000  under  the  pro\dsions  of  law  for  a  period  not  exceeding  10  years: 
Provided,  That  said  service  shall  not  be  extended  in  any  cities  other  than  those  in 
which  the  service  is  now  under  contract  under  authority  of  Congress,  except  the 
Borough  of  Brooklyn  of  the  city  of  New  York,  and  the  cities  of  Baltimore,  Md.,  Cin¬ 
cinnati,  Ohio,  Kansas  City,  Mo'.,  Pittsburgh,  Pa.,  and  San  Francisco,  Cal.” 

1908. 

Congress,  in  Post  Office  appropriation  bill  approved  March  2,  1907,  for  the  fiscal 
year  ended  June  30,  1908,  appropriated  “For  the  transmussion  of  mail  by  pneumatic 
tubesorotliersimrilardeAdces,  $1,250,000,”  and  further  provided,  as  follows:  ‘‘And  the 
Postmaster  General  is  hereby  authorized  to  enter  into  contracts  not  exceeding  in  the 
aggregate  $1,388,759  under  the  provisions  of  the  law  for  a  period  not  exceeding  10 
yearsT  Provided,  That  said  service  shall  not  be  extended  in  any  cities  other  than 
those  in  which  the  service  is  now  under  contract  under  the  authority  of  Congress, 
except  the  Borough  of  Brooklyn  of  the  city  of  New  AYrk,  and  the  cities  of  Baltimore, 
Md.,  Cincinnati,  Ohio.,  Kansas  City,  Mo.,  Pittsburgh,  Pa.,  and  San  Francisco,  Cal.” 

Extensions  were  made  during  the  year,  as  follows: 

Miles. 


Brooklyn,  Aug.  14,  general  post  office  to  Station  L .  1.  35 

New  AYrk: 

July  15,  Station  O  to  Station  E .  1. 1704 

Sept.  21,  Station  E  to  Times  Square .  1. 1739 

Oct.  3,  Times  Square  to  Station  G .  1. 1719 

Nov.  6,  Station  G  to  Station  N .  1.  4351 

Nov.  6,  Station  N  to  Station  W .  9635 

Nov.  6,  Station  W  to  Station  J .  2.  6174 

Nov.  6,  Station  J  to  Station  L .  9522 

Nov.  9,  general  post  office  to  Hudson  Terminal . 4214 


Totals  for  1908:  Length,  42.5896  miles;  pay  per  annum,  $724,023;  rate  per  mile, 
$17,000. 

MILEAGE  CONTRACTED  FOR  AND  UNDER  OPERATION  NOVEMBER  10,  1908. 

The  appropriation  for  the  fiscal  year  1909  was  $1,000,000,  and  contracts  were  per¬ 
mitted  for  a  total  of  $1,388,759.  The  service  in  operation  November  10,  1908,  repre¬ 
sented  an  approximate  annual  rate  of  $724,028.  The  service  contracted  for  repre¬ 
sented  an  aimuil  rate  of  about  $1,089,171.09.  The  details  are  shown  approximately 
in  the  following  table: 


City. 

Contractor. 

Total  service  con¬ 
tracted  for. 

Total  service  in  opera¬ 
tion  Nov.  10,  1908. 

Yet  to 
be 

built. 

Length. 

Annual  pay. 

Length. 

Annual  paj^ 

Boston . 

New  York . 

Brooklyn . 

Boston  Pneumatic  Transit  Co. 
Nev/  York  Pneumatic  Service 
Co. 

. do . 

Miles. 

6.652 

27.31 

1.35 
8.21 
17. 563 

3.47 

1113, 089. 14 
464, 270.  00 

22, 950.  00 
139, 570.  00 
294, 470.  80 

54, 821.15 

Miles. 

6.  652 
19. 3056 

1.35 

6. 022 
7.41 

1.85 

8113, 089. 14 
328, 195. 20 

22, 950.  00 
102, 374. 00 
125, 970. 00 

31,450. 00 

MH.es. 

8. 0044 

Philadelphia . . . 
Chicago . 

St.  Louis . 

Total . 

Pneumatic  Transit  Co . 

Chicago  Postal  Pneumatic 
Tube  Co. 

St.  Louis  Pneumatic  Tube  Co. 

2.188 
10. 153 

1.62 

64. 555 

1,089,171.09 

42.  5896 

724, 028. 34 

21. 9654 

j  Although  CongTess  authorized  contracts  for  tube  service  in  Baltimore,  JMd.,  Cin- 
j  cinnati,  Ohio,  Kansas  City,  Mo.,  Pittsburgh,  Pa.,  and  San  Francisco,  Cal.,  no  pro- 
{  posals  v/ere  received  by  the  department  for  service  in  those  cities  in  response  to  the 

I  advertisement. 

II 
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In  the  city  of  Philadelphia,  although  the  mileage  contracted  for,  as  recognized  by 
orders  issued  by  the  department,  was  7.35,  there  was  an  additional  extension  between 
Southwark  Station  and  Station  D,  0.8637  mile,  which,  with  the  line  between  the 
general  post  office  and  Southwark  Station  already  in  operation,  made  the  total  mileage 
contracted  for  8.2137.  In  addition  to  this  another  extension  was  recommended  by  a 
committee  of  three  postal  experts  in  July,  1908,  from  Station  O  via  Fairhill  Station 
to  North  Philadelphia  Postal  Station,  a  distance  of  about  1.72  miles. 

In  the  city  of  Chicago  the  mileage  not  yet  built  (10.153)  included  the  line  out  of 
use  between  the  general  post  office  and  Kinzie  Station  (1.77  miles). 

The  act  of  Congress  approved  May  27,  1908,  making  appropriations  for  the  service 
of  the  Post  Office  Department,  etc.,  provided  as  follows: 

“And  the  Postmaster  General  is  hereby  authorized  and  directed  to  investigate  and 
report  to  Congress  not  later  than  January  first,  nineteen  hundred  and  nine,  the  feasi¬ 
bility  and  desirability  of  the  Government  purchasing  or  installing  the  equipment 
for  pneumatic- tube  service,  and  thereafter  operating  the  same  in  the  cities  where 
such  sendee  is  now  in  operation,  and  also  ascertain  and  report  the  approximate  cost 
of  purchase  and  likewise  of  installation  and  the  cost  of  maintenance  and  operation.” 

Under  date  of  December  10,  1908,  a  commission  of  eight  postal  officials  appointed 
by  Postmaster  General’s  order  of  June  19,  1908,  to  investigate  and  advise  the  Post¬ 
master  General  as  to  the  feasibility  and  desira])ility  of  the  Government  purchasing 
or  installing  equipment  for  pneumatic-tube  service,  and  thereafter  operating  the  same 
in  the  cities  where  such  service  was  then  in  operation,  and  also  to  ascertain  and  report 
the  approximate  cost  of  pm’chase,  and  likewise  of  installation,  and  the  cost  of  main¬ 
tenance  and  operation,  submitted  its  report  with  the  following  conclusions: 

1.  The  pneumatic-tube  service  is  a  very  important  auxiliary  for  the  rapid  trans¬ 
portation  of  first-class  mail  in  the  most  important  cities  and  performs  a  function  not 
at  present  obtainable  by  other  means. 

2.  Its  constant  availability  makes  it  particularly  appropriate  for  special-deliver}'’ 
mail,  for  all  first-class  mail  of  local  origin  for  local  delivery,  for  supplementary  clos¬ 
ings  of  first-class  mail  for  dispatch  by  train,  and  for  advance  dispatches  of  first-class 
mail  from  trains  for  city  delivery. 

3.  When  established,  it  should  also  be  employed,  as  far  as  possible  and  econom¬ 
ically,  for  the  transportation  of  other  mail. 

4.  Registered  mail  should  be  sent  by  tube  whenever  security  and  celerity  can  be 
combined  in  practice. 

5.  Mechanically  the  tube  service  appears  to  be  still  in  an  experimental  condition, 
although  considerable  progress  has  been  made  toward  the  development  of  a  fixed 
standard  of  machinery. 

6.  With  the  above  reservation  the  regularity  and  efficiency  of  the  tube  service  is 
commendable. 

7.  As  the  present  contracts  call  for  the  installation  of  64-1  miles  of  tube  lines  and 
as  only  42|-  miles  are  at  present  in  operation,  the  tube  companies  should  be  required 
to  complete  their  contracts  without  undue  delay  in  order  that  the  effect  of  full  and 
complete  systems  toward  increasing  the  special-delivery  and  other  first-class  mail 
may  be  ascertained  by  the  department  from  actual  experience. 

8.  The  present  contracts  under  which  the  tube  companies  are  performing  mail 
sermce  will  not  expire  until  June  30,  1916,  almost  eight  years  hence.  During  that 
period  there  should  be  ample  opportunity  for  the  companies  to  perfect  the  systems 
and  for  the  Post  Office  Department  to  observe  the  effect  upon  the  Postal  Service. 
Further,  during  that  period  it  is  possible  that  other  methods  of  transportation  ’will 
be  developed  or  improved,  so  as  to  change  entirely  the  outlook  as  it  now  appears. 
Five  or.  six  years  hence,  we  believe,  it  will  be  adWsable  to  renew  the  consideration 
of  the  question  of  Government  ownership. 

9.  In  view  of  the  foregoing  we  consider  it  appropriate  to  ad\ise  you  (the  Postmaster 
General)  that,  in  our  opinion,  it  is  not  feasible  and  desirable  at  the  present  time  for 
the  Government  to  purchase,  to  install,  or  to  operate  the  pneumatic  tubes,  and  this 
is  our  unanimous  judgment. 

This  report  was  transmitted  by  the  Postmaster  General  to  Congress  on  December 
15,  1908,  and  was  printed  as  House  Document  No.  1220,  vSixtieth  Congress,  second 
session. 

1909. 

Congress,  in  the  post-office  appropriation  bill  approved  May  27,  1908,  for  the  fiscal 
year  ended  June  30,  1909,  provided  “for  the  transmission  of  mail  by  pneumatic  ' 
tubes  or  other  similar  devices,  $1,000,009;  and  the  Postmaster  General  is  hereby 
authorized  to  enter  into  contracts  not  exceeding  in  the  aggregate  SI, 388, 759  under 
the  provisions  of  the  law  for  a  period  not  exceeding  10  years.” 
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1910. 


Congress,  in  the  post-ofFice  appropriation  bill  approved  March  1,  1909,  for  the  fiscal 
year  ended  June  30,  1910,  provided  as  follows:  “For  the  transmission  of  mail  by 
pneumatic  tubes  or  other  similar  devices,  $1,000,000,” 


Pneumatic- tube  lines  accepted  during  fiscal  year  ended  June  30^  1910. 


lioute 

No. 


City  and  state. 


BOSTON,  MASS. 


504003 


Additional  length  on  Back  Bay  station  and  Station  A  circuits 


NEW  YORK,  N.  Y. 


507011 


Additional  length,  Station  V,  new  site . 

Readjustment  of  distance  between  Grand  Central  and  Times  Square 

Stations . 

Station  H  embraced . 

Station  O  to  Station  C . 


PHILADELPHIA,  PA. 


510006 


Reading  Terminal  and  general  post  office . . . . 
Station  O  to  North  Philadelphia  via  Fairhili 


CHICAGO,  ILL. 

Post  office  and  Chicago  &  Northwestern  Depot 
Grand  total  . 


Length. 

Annual 

pay. 

Aliles. 

0.122 

82,074. 00 

.1062 

.  1,805.40 

.0009 

.1065 

.8883 

15. 30 
1,810.50 
15, 101.10 

1.1019 

18,  732.  30 

.2785 

1.799 

4,  734.  50 
30,583.00 

2. 0775 

35,317.50 

1.  7958 

30,528.60 

5.  0972 

86, 654.  40 

There  was  a  decrease  in  length  of  0.2243  mile,  occasioned  by  the  readjustment  of 
distances  between  Station  G  and  Station  L,  via  Stations  N,  W,  and  J,  decreasing 
annual  pay  $3,813.10. 

The  report  of  Second  Assistant  Postmaster  Genei*al  ior»that  year  states  that  the 
contract  for  service  on  route  507011,  New  York,  required  the  completion  of  the  entire 
mileage  advertised  by  October  31,  1909,  but  that  the  contracting  company  was  unable 
to  complete  the  entire  system  by  that  date,  the  uncompleted  portion  being  from 
Gmnd  Central  Postal  Station  by  way  of  Stations  Y,  K,  and  U,  to  Station  L,  and  the 
connection  of  Station  S  with  the  main  line  between  the  general  post  office  and  Station 
D,  and  that  suitable  arrangement  was  made  whereby  the  lines  could  be  completed 
at  a  later  date. 

At  New  York,  N.  Y.,  the  following  additional  changes  were  noted: 

Station  F  was  removed  to  its  new  site  November  1,  1908,  but  no  steps  were  taken 
by  the  company  to  connect  the  station  at  the  new  site  until  during  the  fiscal  year 
1910.  Station  Vv^  was  removed  to  a  new  site  July  1,  1910,  decreasing  the  distance  on 
the  West  Side  (uptown  line)  0.2037  mile. 

At  Chicago,  Ill.,  arrangements  were  made  to  connect  Station  U  of  the  Chicago  (Ill.) 
post  office  at  its  new  site  in  the  new  terminal  of  the  Chicago  &  North  Western  Railway. 

1911. 

Congress,  in  the  Post  Office  appropriation  bill  approved  May  12, 1910,  for  the  fiscal 
year  ended  June  30, 1911,  provided  as  follows:  “For  the  transmission  of  mail  by  pneu¬ 
matic  tubes  or  other  similar  de\dces,  $923,000.” 


Pneumatic-tube  lines  accepted  during  fiscal  year  ended  June  30,  1911. 


Route  No. 

,  City  and  State. 

Length. 

.-Ynnual 

pay. 

NEW  YORK,  N.  Y. 

Miles. 

507011 . 

Grand  Central  Post  Office  Station  to  Station  Y . 

1.3112 

822,  290.  40 

• 

Station  Y  to  Station  K . 

1.1046 

18,  778.  20 

Station  K  to  Station  U . 

.8287 

14,087.  90 

Station  U  to  Station  L . 

1.2462 

21,185. 40 

Embracing  new  Station  F . 

.2146 

3, 648.  20 

Embracing  new  Station  A . . . 

.  0237 

4.  7290 

402.  90 

80, 393.  00 
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Pneumalic-luhe  lines  accepted  during  fiscal  year  ended  June  30,  1911 — Continued. 


Route  No. 

City  and  State. 

Length. 

. 

Annual 

pay. 

51000) . 

PHILADELPHIA,  PA. 

Readjustment  of  distance  between  general  post  office  and 

Miles. 

Broad  Street  Station . 

0.  0067 

.8113.  90 

Readjustment  of  distance  betw'cen  Broad  Street  Station 
and  Station  J,  via  Station  C . 

.  0062 

105. 40 

.0129 

219. 30 

Crand  total . 

4.  7419 

80, 61 2.  .30 

There  was  a  decrease  in  length  of  0.8343  mile  of  the  pneumatic-tube  service  in  Ne  v  York  City,  occa¬ 
sioned  by  changes  in  site  of  Stations  O  and  W,  change  in  tubes  at  Seventieth  Street  and  Broadway,  omis¬ 
sion  of  old  Station  A,  and  readiustment  of  distances  on  East  Side,  including  omission  of  old  Station  F, 
decreasing  annual  pay  $14,183.10. 


The  report  of  Second  Assistant  Postmaster  General  for  the  5^ear  1911  states  that  at 
New  York,  N.  Y.,  the  pneumatic-tube  lines  to  connect  the  Grand  Central  Postal 
Station  with  Station  L  by  way  of  Stations  Y,  K,  and  U  were  completed  and  placed 
in  operation.  A  commission  appointed  by  the  Postmaster  General  recommended  that 
an  independent  line  of  tubes  be  constructed  from  the  general  post  office  to  Stations 
S  and  V,  and  that  in  connection  therewith  the  contractor  be  required  to  connect 
Times  Square  Station  by  tubes  with  the  new  Pennsylvania  Terminal  Station.  The 
company  declined  to  connect  the  last-named  station  as  required,  and  inasmuch  as 
the  proposal  to  establish  the  independent  line  to  Stations  S  and  V  was  coupled  with 
the  requirement  to  connect  the  new  Pennsylvania  Terminal  Station,  and  the  original 
requirement  to  connect  Station  S  with  the  tube  lines  in  operation  was  held  in  abey¬ 
ance  in  the  meantime,  no  action  was  taken  by  the  company  to  connect  Station  S 
under  the  contract  requirements.  Station  F,  which  was  removed  to  its  present  site 
in  November,  1998,  was  connected  with  the  tube  lines,  and  the  operation  of  the  tubes 
to  that  point  was  commenced  January  9,  1911. 

At  Chicago,  Ill.,  Canal  Station  of  that  office,  located  in  the  new  Chicago  &  North 
Western  Depot,  has  been  connected  since  the  close  of  the  fiscal  year  1911  by  pneumatic 
tubes  by  an  extension  from  Station  U  in  the  Union  Depot,  a  distance  of  0.4024  mile. 

PROPOSED  30-INCn  PNEUMATIC  TUBES. 

The  act  of  Congress  approved  March  4,  1911,  entitled  “An  act  authorizing  the  Post¬ 
master  General  to  advertise  for  the  construction  of  pneumatic  tubes  in  the  city  of  Cin¬ 
cinnati,  State  of  Ohio,”  provided  as  follows: 

“That  the  Postmaster  General  is  hereby  authorized  to  advertise  for  the  construction 
of  double  lines  of  pneumatic  tubes,  thirty  inches  in  diameter  and  not  exceeding  one 
mile  in  length,  in  the  city  of  Cincinnati,  Ohio,  and  to  enter  into  contract  for  the  opera¬ 
tion  of  the  same  for  the  transmission  of  the  mails,  at  a  rate  not  exceeding  seventeen 
thousand  dollars  per  mile  per  annum,  until  June  thirtieth,  nineteen  hundred  and 
thirteen:  Provided,  That  no  contract  shall  be  entered  into  until  the  proposed  lines  shall 
have  been  operated  for  mail  purposes  in  a  satisfactory  manner  for  six  months,  without 
cost  to  the  Government.” 

Under  this  authority  an  advertisement  was  issued  inviting  proposals  for  the  con¬ 
struction  of  a  double  line  of  pneumatic  tubes,  30  inches  in  diameter,  to  connect  the 
post  office  with  the  Central  Union  Station,  and  for  the  operation  of  the  same  until 
June  30,  1913,  under  the  terms  of  the  statute.  A  proposal  was  received  from  the 
Universal  Pneumatic  Transmission  Co.,  of  Chicago,  Ill.,  at  the  rate  of  $13,392.60  per 
annum  for  a  line  0.79  mile  in  length,  being  at  the  maximum  rate  allowed  by  the  statute, 
which  was  accepted  by  the  department.  The  further  statement  is  made  that  the  com¬ 
pany  had  taken  steps  to  secure  a  franchise  allowing  the  building  and  operation  of  the 
tubes. 

1912. 

Congress  in  the  Post  Office  appropriation  bill  approved  March  4,  1911,  for  the  fiscal 
year  ended  June  30, 1912,  provided  as  follows:  “For  the  transmission  of  mail  by  pneu¬ 
matic  tubes  or  other  similar  devices,  $966,800.” 
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Pneumatic-l  ube  lines  accepted  during  fiscal  year  ended  June  30,  1912. 


Boute 

No. 

City  and  State. 

Length. 

Annual 

pay. 

507011 

NEW  A'ORK,  N.  A'. 

Embracing  new  Station  J . 

Miles. 

0.2174 

•S3, 695. 80 

Extension  to  new  Station  I . 

.  3785 

C,  434.  50 

535004 

CHICAGO.  ILL. 

Extension  to  Canal  Station . 

.5959 

.4030 

10,130.  30 

6,  S.51.  00 

Readjustment  of  distance  between  Station  U  (Union  Depot)  and  La 
Salle  Street  Depot . 

.0049 

S3, 30 

Embracing  Twentieth  Street  Station  (old  Twenty-second  Street  Sta- 
tionl . 

.  0107 

181.90 

Grand  total . 

.  4186 

1.  0145 

7,116.20 

17,246.50 

There  vras  a  decrease  in  length  on  route  No.  535004,  Chicago,  Ill.,  occasioned  by  the  omission  of  ACeils 
Street  terminals,  in  the  old  Northwestern  Depot,  of  0.0227  mile,  decreasing  pay  $3^.90  per  annum. 


The  report  of  Second  Assistant  Postmaster  General  for  1912  states  that  at  New  York, 
N.  Y.,  Station  S  remained  unconnected  with  the  tnho  system.  Station  H  (Morning- 
side)  was  substituted  by  agreement  with  the  contractor  for  Station  I  at  the  old  site,  and 
was  therefore  covered  by  the  pneumatic -tube  contract,  and  that  it  was  found  desirable 
to  connect  Station  I  at  its  new  site  between  Stations  H  and  J  with  the  tube  lines. 
The  necessary  extension  and  connection  of  the  line  with  that  station  having  been  made, 
operation  of  the  tube  seiwice  to  Station  I  at  its  new  site  commenced  June  27,  1012. 

At  St.  Louis,  Mo.,  the  tube  connection  of  the  post  office  in  the  new  Federal  building 
with  the  tube  system  was  made  October  28,  1912. 

pneumatic-tube  commission. 

Tlie  act  of  Congress  approved  August  24,  1912,  making  appropriations  for  the  service 
of  the  Post  Office  Department  for  the  fiscal  year  ended  June  30,  1913.  contains  the 
following  proffision: 

“That  a  commission  consisting  of  two  members  of  the  Committee  on  Post  Offices 
and  Post  Roads,  United  States  Senate,  and  t-wo  members  of  the  Committee  on  the 
Post  Office  and  Post  Roads,  House  of  Repre.sentatives,  to  be  appointed  by  the  chair¬ 
man  of  the  respective  committees,  and  the  Second  Assistant  Postmaster  General,  is 
hereby  authorized  to  investigate  the  feasibility  and  desirabihty' of  the  Government 
purcliasing  and  operating  the  equipment  for  pneumatic -tube  serAUce  in  the  cities  in 
which  such  service  is  now  installed,  together  with  rights  to  operate  and  extend  equip¬ 
ment  in  such  cities  and  elsewhere,  and  to  ascertain  the  cost  at  which  such  purchase 
may  be  made.  The  employment  of  expert  and  other  assistance  is  authorized,  and 
the  expense  of  such  and  of  the  inquiry  shall  be  paid  from  the  appropriation  for  seiwice  _ 
by  pneumatic  tubes,  and  said  commission  shall  make  a  report,  with  recommenda¬ 
tions.  to  Congress  at  the  earliest  practicable  date.” 

1913. 

Congress,  in  the  post  office  appropriation  bill,  approA^ed  August  24,  1912,  for  the 
fiscal  year  ended  June  30,  1913,  proAuded  as  follows:  “for  the  tiansmissioii  of  mail  by 
pneumatic-tube  or  other  similar  deAuces,  $987,400.” 


Pneumatic- tube  lines  accepted  during  fiscal  year  ended  June  30.  1913. 


Route  No. 

City  and  State. 

l^ength. 

Annual 

paj’- 

-.507011 . 

NEAV  A'ORK,  N.  A'. 

Readjnstment  of  distance  in  Center  Street  account  of  suii- 
way  construction. 

ST.  LOUIS,  AIO. 

Embracing  new  general  post  office . 

Miles. 

0. 0121 

?m5.  70 

•545002 . 

.  0415 

705. 50 

There  was  a  decrease  in  tube  lines  at  St.  Louis,  incident  to  omitting  Annex  Station  of  that  post  office  at 
the  time  the  new  post-office  budding  was  connected,  of  0.0588  mile.  The  increase  shown  above  is  the 
net  result  of  the  changes. 
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Tho  report  of  Second  Assistant  Postmaster  General  for  the  fiscal  year  1913  stated 
that  at  New  York,  N.  Y.,  Station  S  remained  unconnected  with  the  tube  system; 
that  arrangements  had  been  made  to  connect  the  new  post-office  building  with  the 
tube  system  by  a  line  of  tubes  extending  from  the  junction  of  Eighth  Avenue  and 
West  Thirty-fifth  Street  along  Eighth  Avenue  to  the  liew  post-office  building,  approxi¬ 
mately  0.43  mile;  also  to  disconnect  at  Times  Square  Station  the  present  8-inch 
double  tube  in  operation  between  the  Grand  Central  Station  and  Times  Square  Sta¬ 
tion,  and  extend  said  line  along  West  Thirty-ninth  Street  to  Eighth  Avenue,  thence 
on  Eighth  Avenue  into  the  new  post-office  building,  approximately  0.4947  mile,  and 
the  elimination  of  that  portion  of  tlie  tube  lines  on  Seventh  Avenue  connecting  Station 
E  with  the  West  Side  trunk  line  of  tubes,  approximately  0.2794  mile. 

At  Chicago,  Ill.,  Kinzie  Street  Station  had  been  omitted  from  the  tube  system, 
decreasing  distance  0.1731  mile,  and  a  connection  of  the  Chicago  Avenue  Station, 
located  at  210  West  Chicago  Avenue,  with  the  tube  system  of  route  535004  was  made 
August  1,  1913.  The  extension  of  the  tube  lines  to  Chicago  Avenue  Station  resulted 
in  an  increase  of  0.6057  mile. 

•PROPOSED  30-INCH  PNEUMATIC  TUBES. 

The  acceptance  of  the  proposal  of  the  Universal  Pneumatic  Transmission  Co.  for  the 
construction  and  operation  of  a  30-inch  pneum_atic  tube  at  Cincinnati,  Ohio,  contem¬ 
plated  the  commiencement  of  the  six  months’  experimental  service  on  December  2. 
1911.  As  the  company  yyas  not  in  a  position  to  begin  the  performance  of  the  service 
on  that  date,  an  extension  of  time  was  granted  to  April  13".  1912,  and  later  a  further 
extension  was  gianted  to  September  15,  1912.  The  company  was  unable  to  begin  the 
service  on  the  latter  date  and  requested  a  still  further  extension  to  April  1,  1913.  For 
the  reason  that  the  company  would  not  have  been  able  to  construct  the  tulie  and 
perform  the  six  months’  experimental  service  before  June  30, 1913,  when  the  authority 
granted  by  the  statute  expired,  the  extension  to  April  1,  1913,  was  not  granted,  and 
as  no  assurance  was  received  from  the  company'  that  it  would  be  prepared  to  proceed 
further  with  the  construction  of  the  tubes,  no  extension  of  the  authority  granted  by  the 
statute  ^yas  requested. 

PNEUMATIC-TUBE  COMMISSION. 

The  act  of  Congress  approved  March  4,  1913,  making  appropriations  for  the  service 
of  the  Post  Office  Department  for  the  fiscal  year  ended  June  30,  1914,  contains  the 
following  provision: 

^  ‘That  the  personnel  of  the  membership  of  the  committees  and  commissions  created 
and  provided  for  in  sections  one  and  eight  of  the  act  entitled  ‘An  act  making  appro¬ 
priations  for  the  service  of  the  Post  Office  Department  for  the  fiscal  year  ending  June 
thirtieth,  nineteen  hundred  and  thirteen,  and  for  other  purposes,’  approved  August 
twenty-fourth,  nineteen  hundred  and  twelve,  shall  continue  with  the  same  authori¬ 
ties,  powers,  and  provisions  for  expenses  until  final  report  is  made  to  Congress,  which 
shall  be  made  on  or  before  ]\Iarch  fourth,  nineteen  hundred  and  fourteen.” 

1914:, 

Congress,  in  the  Post  Office  appropriation  bill  approved  March  4, 1913,  for  the  fiscal 
year  ended  June  30,  1914,  provided  as  follows:  “for  the  transmission  of  mail  by  pneu¬ 
matic  tubes  or  other  similar  devices,  $962,200.” 

At  New  York,  N.  Y.,  the  new  post-office  building  was  connected  with  the  west  side 
tube  lines.  By  this  extension  the  new  post  office  became  one  of  the  principal  points 
on  the  system. 

The  act  of  Congrass  approved  March  9,  1914,  making  appropriations  for  the  service 
of  the  Post  Office  Department  for  the  fiscal  year  ending  June  30,  1915,  extended  the 
time  in  which  the  commission  is  required  to  make  a  report  to  December  1,  1914. 


Pnemnatic-tuhe  lines  accepted  up  to  June  30,  1914,  during  the  fiscal  year  of  1914- 


Route  No. 

City  and  State. 

Length. 

Anmiai 

pay. 

59;0il  . 

NEW  YORK,  N.  Y. 

Rmbracinc  new  general  post  office . 

MiUs. 

.$15,606. 

C-irCAGO,  ILI.. 

0. 9180 

o3.500 4 . 

Embracing  Chicago  Avenue  Station  in  place  of  Kinzie  Sta- 

.  00.')  7 

10,296. 90 

tion.  ^ 

With  the  connection  of  Chicago  Avenue  Station,  tube  lme.s  from  Kmzie  Station  to  intersection  of  Welts 
and  IS orth  V/ater  Streets  were  disconnected,  omitting:  0.1731  mile  in  length  of  double  lines  of  pneumatic 
tubes,  decreasing  pay  at  the  rate  of  $2,942.70  per  annum. 
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Americax  Pxeumatic  Service  (’o., 

161  Devonshire  Street,  Boston,  May  27,  1914. 

Hon.  Hoke  Smith, 

Chairman,  Pneumatic  Tube  Postal  Commusion, 

United  States  Senate,  Washington,  D.  (’. 

Sir;  A.t  our  conference  in  Washington  on  May  22  you  requested  us  to  submit,  on 
behalf  of  the  owners,  prices  at  which  they  will  sell  and  convey  to  the  United  States 
the  pneumatic  mail  tube  systems  in  New  York,  Brooklyn,  Boston,  Chicago,  and  St. 
Louis. 

We  understand  you  desire  these  prices  to  be  submitted  in  accordance  with  the 
following  propositions: 

1.  A  total  price  for  all  the  systems  located  in  the  cities  above  named. 

2.  A  total  price  for  all  the  systems  with  the  exception  of  the  Chicago  system. 

3.  A  separate  price  for  each  sj^stem. 

Since  your  engineer’s  and  auditor’s  reports  were  submitted,  extensions  and  addi¬ 
tions  have  been  made  to  the  s3^stems  in  New  York  and  Chicago,  a  statement  of  which 
is  given  in  this  letter. 

The  price  for  proposition  No.  1  is  •16,300,000.  To  this  is  to  be  added  expenditures, 
since  your  engineer's  and  auditor’s  reports,  amounting  to  $142,102.14,  making  a 
grand  total  of  $6,442,102.14. 

The  price  for  proposition  No.  2  is  $5,659,794.06, 

The  prices  for  proposition  No.  3  for  the  different  s^'stems  separatehv  at  the  time  of 
your  engineer’s  and  auditor’s  reriorts  are  as  follows: 


New  AYrk  and  Brookhm .  $4,  9-50.  000. 00 

Chicago .  750,  000.  00 

Boston .  4-50,  000.  00 

St.  Louis .  150,  000.  00 


6,  300,  000.  00 

The  prices  for  each  s\^stem,  including  the  additional  expenditures  for  extensions 
and  improvements  since  vour  engineer’s  and  auditor’s  reports,  are: 

J.  •.  O  X  7 


New  Y’ork  and  Brookljn .  S5,  059,  794.  06 

Chicago .  782, 308.  08 

Boston .  450,  000.  00 

St.  Louis .  150,  000.  00 


6,  442, 102. 14 

The  statement  of  expenditures  for  extensions  and  improvements  since  jmir  engi¬ 
neer’s  and  auditor’s  reports  is  made  up  as  follows: 


Additions  to  plant  accoimts: 

Chicago — 

Cost  of  Kinzie  extension _ _ _ _ _ _ 

Cost  of  refrigerating  plant . 

New  York — 

Station  J . 

Station  I . 

Pennsylvania  terminal  extension 
Refrigerating  plants . 


$29,  778.  23 
2,  529.  85 

-  $32,308.08 


13,  222.  08 
19,  989.  78 
64,  582.  20 
12,  000.  00 

-  109.  7'i>^l.  06 


142, 102.  11 


Y'ours,  respectfully, 


Wm.  H.  Ames,  President. 
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Pneumatic  Transit  Co., 

Third  and  Chcutnui  Streets,  Philadelphia,  Pa.,  May  5,  1914. 

IIoN.  IIoKE  Smith, 

Chairman  Joint  Congressional  Pneumalic  Tube  Commission, 

Washington,  D.  C. 

Dear  Sir:  Wg  do  not  see  our  way  to  revise  tlie  tender  submitted  June  16,  1913, 
for  a  cash  purchase  of  the  Pliiladelpliia  system  by  the  Post  Office  Department.  That 
tender  therefore  remains,  but  we  have  decided  to  outline  more  in  detail  a  plan  of 
amortized  contracts  which,  if  acceptable  to  your  coDimission,  Congress,  and  the 
Government,  will,  we  believe,  solve  the  problem  in  an  equitable  manner,  satisfac¬ 
tory  in  its  immediate  and  ultimate  vmrldngs  to  the  interest  of  all  concerned. 

To  avoid  misunderstanding  in  the  use  of  terms  iiermit  us  to  say  that  by  amortiza¬ 
tion  is  meant  that  for  the  return  of  the  capital  invested  a  sinking  fund  is  to  be  created 
vrhich,  in  this  instance,  will  be  obtained  by  adding  such  a  sum  to  the  annual  rental 
paid  by  the  Governinent  as  will  within  a  certain  number  of  years  by  compounding 
interest  amount  to  an  equivalent  of  the  company’s  capital  securities  outstanding, 
11,700,000. 

To  put  the  case  more  concretely:  The  Government  has  never  paid  this  company 
less  than  $17,000  per  mile  in  annual  rental  for  a  double  line  of  postal  tubes,  recogniz¬ 
ing  as  the  result  of  careful  investigation  that  no  company  can  afford  to  carry  the  mail 
and  use  its  system  exclusively  for  that  purpose  at  a  lower  figure  if  any  return  is  to 
be  made  upon  the  caj^ifal  invested  in  the  enterprise.  To  show  precisely  the  financial 
results  we  take  from  the  latest  audit  of  this  company’s  books,  that  made  by  the  char¬ 
tered  accountants,  Messrs.  Lybrand,  Ross  Bros.  &  Montgomery,  for  the  year  ending 
December  31,  1913,  which  shows  the  total  income  of  the  company  (9.9999  miles  at 
$17,000  per  mile),  $169,998.30. 

OBLIGATIONS. 

Preferred  stock — $1,000,000,  6  per  cent  (balance  to  be  issued,  $3,100). 


Issued. . . . . . . . . .  $996,  900.  00 

Common  stock,  all  issued . . . . . . . .  500,  000.  00 

First  mortgage  5  per  cent  bonds  outstaiiding .  200,  000.  00 


Profits  from  operation  for  the  year . - .  76,  958.  74 

Less  interest  on  bonded  indebtedness .  10,  000.  00 


Net  profit .  66,  958.  74 

Dividend  on  preferred  stock . . .  59,  814.  00 


Balance  applicable  to  surplus  for  dividend  on  common  stock .  7, 144.  74 


This  is  the  actual  surplus  available  only  with  the  most  careful  management,  carried 
to  such  economical  lengths  that  even  the  president  and  secretary  serve  without  salary, 
and  answers  a  question  recently  asked  by  one  member  of  your  commission,  viz,  if 
out  of  the  present  Government  rental  it  would  be  possible  for  the  company  to  lay 
aside  a  sufficient  annuity  to  retire  the  capital  in  25  years.  It  is  manifestly  impossible, 
for  the  common-stock  holders  are  certaiHly  entitled  to  this  surplus  of  $7,000  or  any 
more  up  to  6  per  cent  at  least,  inasmuch  as  they  have  never  received  a  penny  of 
dividend,  though  the  company  has  been  doing  business  and  carrying  mails  to  the 
satisfaction  of  the  Government  for  more  than  20  years,  since  February,  1893. 

The  standard  annuity  tables  show — 


$1  invested  at  4  per  cent,  25  payments,  24  years’  interest . 

The  annuity  invested  at  4  per  cent  to  amortize  $1,700,000,  the  capitaliza- 

r  .-t  ,*  rrs  •  ,  Til  _ rrn  4  t  r*  r'  a  r\  n  r%r% 


Total  mileage  of  Philadelphia  svstem,  10  miles,  annuity'  per  mile  to  be 

invested .  4,  081.  63 

Present  rental  per  mile  per  annum . t .  17,  000.  00 


Necessary^  rental  to  amortize  $1,700,000  in  25  annual  payments,  24 
years’  interest .  21,  081.  63 


This  sum  is  based  upon  a  4  per  cent  investment  pf  the  vsinking  fund  because  in 
the  judgment  of  conservative  financiers  4  per  cent  is  a  safe  basis  of  calculation;  a 
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certain  element  of  risk  attends  a  higher  rate  of  interest,  while  anything  lower  is  quite 
unnecessary  from  the  standpoint  of  safety.  In  explaining  the  difference  between 
the  figures  quoted  here  and  those  employed,  $20,897.40,  in  our  letter  touching  on 
this  point  sent  last  summer  (June  16,  1913),  it  is  only  necessary  to  set  out  that  the 
company  is  calculating  upon  receiving  its  pajunents  as  now — not  in  annual  install¬ 
ments,  but  every  month. 

Our  company  will  agree  to  annul  the  present  10-year  contract  expiiing  July  1, 
1916,  and  substitute  in  its  place  one  drawn  on  the  lines  indicated  above,  agreeing  to 
carry  on  the  service  the  same  as  at  present  and  maintain  the  required  standard  of 
efficiency,  giving  the  Government  an  assignment  of  all  inventions  and  improve¬ 
ments  in  the  Philadelphia-Camden  district,  and  finally  turn  over  the  system  at  the 
end  of  the  contract  period  to  the  Post  Office  Department  in  first-class  condition, 
free  and  clear  of  all  indebtedness. 

The  company  will  agree  also  upon  the  execution  of  such  a  contract  as  indicated,^ 
to  pro\nde  the  necessary  capital  to  build  all  extensions  either  in  the  form  of  pneu¬ 
matic  tubes  or  electrical  tunnels  on  this  amortized  plan,  or  simply  act  as  the  Gov¬ 
ernment’s  constructing  agent  in  this  work  at  the  ordinary  contractor’s  profit  of  not 
less  than  10  per  cent  nor  more  than  15  per  cent  on  actual  cost,  guaranteeing  in  every 
instance  successful  operation  and  assuming  full  responsibility  for  the  entire  construc¬ 
tion.  The  Government  would  be  thus  entirely  free  to  extend  the  service  either  as 
its  own,  proAuding  the  capital,  or  authorize  us  to  do  so  and  rent  it  from  us  as  outlined. 
The  territo^'  controlled  by  this  company,  as  you  are  aware,  includes  the  city  of 
Philadelphia  and  within  a  radius  of  20  miles  of  the  city  of  Camden,  X.  J. 

To  sum  up,  the  Government  would  merely  extend  the  company’s  present  contmct 
from  10  to  25  years  and  increase  the  annual  rental  by  $3,897  per  mile,  which  is,  we  have 
been  told,  only  S897  more  than  the  commission'which  originally  investigated  the 
pneumatic  tube  were  in  favor  of  pacing  the  company — that  is  $20,000  per  mile— a 
sum  that  would  have  permitted  the  payment  of  something  to  the  common-stock 
holders  who  have  been  patiently  waiting ‘for  it  these  20  years.  The  whole  increased 
annual  expense  to  the  Government  for  the  system  by  which  it  will  ultimately  become 
owner  according  to  the  proposed  plan,  will  amount  for  the  city  of  Philadelphia  to  less 
than  $40,000;  that  is  to  say,  by  increasing  this  company’s  present  rental  $38,970  per 
year  the  Government  will  acquire  the  plant  without  disturbing  existing  arrangements 
or  changing  the  present  order  of  things. 

This  proposition  meets  a  situation  that  has  been  precipitated  by  the  actualities  and 
further  possibilities  of  war.  It  involves  no  large  cash  outlay,  nor  does  it  impose  any 
serious  additional  burden  upon  the  Government.  It  improves  without  disturbing 
existing  conditions,  renders  fmther  progress  possible  by  additional  extensions,  and 
is  at  once  m  keeping  with  the  whole  trend  of  modern  methods,  providing,  in  an 
equitable  scientific  manner,  for  the  acquisition  of  an  hnportant  system  of  transpor¬ 
tation  which  has  through  more  than  20  years’  actual  sermce  "demonstrated  the 
indispensible  character  to  the  Government. 

Respectfully  submitted. 

Pneumatic  Transit  Co., 

By  (\  T.  Harrop,  Secretary. 


Pneumatic  Transit  Co., 

Third  and  Ch-estmit  Streets,  Philadelphia,  Pa.,  Jinie  10,  1913. 

Hon.  Hoke  Smith, 

ChairrrwM  Congressional  Committee  Pn  re  Pneumatic  Tubes, 

Washington,  D.  C. 

Dear  Sir:  Tour  commission  foi  several  months  has  had  before  it  the  investigation  of 
mail  transportation  by  pneumatic  tubes  and  other  demces  and  the  question  of  acquir- 
ihg  by  the  Goveinment  the  various  postal  tube  plants  now  in  oiieraxion.  Much  testi¬ 
mony  has  been  taken,  but  no  complete,  comprehensive  appraisal  in  any  citv  has  been 
made  heretofore,  so  far  as  we  are  aware,  either  by  the  Government,  by  tliis,  or  any  other 
company. 

An  auditing  of  the  books  of  the  various  companies  by  the  American  Audit  Co.,  last 
^^dnter,  was  followed  with  a  physical  valuation  by  the  Government  engineers,  but,  of 
course,  no  corporation,  judicial  or  rate-fixing  body,  here  or  abroad,  would  consider  a 
physical  valuation  more  than  a  partial  enumeration  of  assets,  nor  do  we  believe  that 
yoiu  commission,  the  representatives  of  an  enlightened  Goveinment,  would  take  any 
other  view  of  such  proceeding. 

^  That  the  whole  matter  might  be  presented  in  a  scientific  manner  that  is  in  keep¬ 
ing  with  recognized  modern  busine.ss  methods,  as  now  in  vogue  with  the  public  utili¬ 
ties  commissions  of  New  York,  Wisconsin,  Massachusetts,  and  other  States  haring 
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such  organizations,  this  company  invited  two  firms,  the  American  Appraisal  Co.  of 
Wisconsin  and  Messrs.  Van  Gelder,  Knoeppel  &  Young,  of  New  York,  representing 
established  authority  in  the  matter  of  corporation  appraisals  to  pass  upon  the  value  of 
our  properties. 

The  findings  of  the  latter  firm,  as  will  be  seen,  comj)rises  a  complete  valuation  of 
the  entire  assets,  including  the  physical  valuation  certified  to  by  the  American  Ap¬ 
praisal  Co.  V  e  trust  you  will  find  these  reports  to  be  as  clear  in  statement  as  they 
are  intended  to  be  comprehensive  in  scope  and  sound  in  the  methods  employed  in 
arriving  at  conclusions,  which  are,  in  their  finality,  that  the  value  of  our  property  is 

$1,703,978.30.  '  t'  l  j 

These  figures,  you  will  observe,  are  about  $300,000  lower  than  we  worked  out  in  a 
detailed  statement  submitted  to  your  commission  sometime  ago.  We  are  quite  pre¬ 
pared  to  defend  the  figures  that  we  then  set  forth,  but  v.re  think  it  only  fair  that  you 
should  have  before  you  the  views  of  the  agencies  whose  regular  profession  is  to  ascer¬ 
tain  values,  regardless  of  either  party  in  the  negotiations,  according  to  the  most  mod¬ 
ern  advanced  system  of  computing  the  financial  worth  of  corporations. 

We  submit,  therefore,  their  reports  with  this  observation,  that  we  do  not  think 
these  public  appraisers  have  taken  in  or  given  due  consideration  to  all  the  values  that 
enter  into  the  property.  This  we  think  can  be  easily  shown.  They  apparently 
have  leaned  throughout  their  reasonijig  to  the  ultra  conservative  side,  as  may  be 
quickly  verified  by  any  other  accredited  appraisal  firm  or  firms  of  corresponding  rank. 

But  the  time  has  come,  we  think,  to  submit  our  own  conclusions  of  the  matter  and 
we  do  so  in  the  form  of  an  alternative  offer  to  the  Post  Office  Department,  either  in 
the  nature  of  an  outright  sade,  or,  if  youi’  commission  prefers  it  so,  on  the  basis  of  a 
long-term  lease,  including  in  such  lease  that  at  its  expiration  the  title  of  the  tube 
property  shall  be  vested  in  the  United  States  Government.  Expressed  more  in  detail, 
the  proposition  may  be  thus  summarized: 

(1)  In  consideration  of  $2,000,000— which  is  less  than  a  dozen  years  of  the  present 
annual  rental  ($170,000)  paid  in  advance — the  company  will  sell  to  the  Post  Office 
Department  the  10  miles  of  double  mail-tube  lines  (20  miles  lineal  measurement), 
together  with  aJl  machinery,  terminals,  material  on  hand,  shop  equipment;  also 
rights  to^  use  all  patents  owned  or  acquired  hereafter,  franchises  and  all  property  used 
and  incidental  to  the  transportation  of  the  mails  by  means  of  pneumatic  tubes, 
together  with  the  electrical  tunnel  rights,  or  those  of  other  similar  devices,  in  the 
Philadelphia-Camden  district;  or 

(2)  It  Will  lease  its  existing  tube  lines,  terminals,  machinery,  etc.,  to  the  United 
States  Post  Office  Department,  on  terms  similar  to  the  existing  contiacts  of  lease 
governing  the  operation  of  pneumatic  tubes,  for  a  period  of  25  years  from  the  date  of 
execution,  in  consideration  of  the  annual  payment  of  $20,897  ^r  mile,  instead  of  as 
now  $17,000  per  mile,  and  at  the  expiration  of  such  lease,  the  pneuma-tic  tube  system 
shall  become  the  property  of  the  United  States  Post  Office  Department,  free  and  clear 
of  any  and  all  liens  or  encumbrances  of  every  kind,  nature,  and  description  and  turned 
over  in  first-class  condition. 

(3)  Should  the  Government  prefer  and  accept  the  second  proposition,  this  com¬ 
pany  ^li  agree  to  build  and  construct  for  the  Post  Office  Department  in  the  Phila- 
delphia-Camden  district,  in  all  future  pneumatic  tube  extensions,  and  any  and  all 
electrical  underground  tunnels,  or  any  other  systems  of  mail  transportation  that  is 
novr^or  may  hereafter  be  acquired  or  controlled  by  the  company,  which  the  Govern¬ 
ment  may  require  and  designate,  at  actual  cost  plus  the  ordinary  contractor’s  profit 
of  not  less  than  10  per  cent  nor  more  than  15  per  cent,  and  guarantee  in  every  instance 
the  successful  operation  of  the  systems  of  transportation  so  constructed. 

All  of  which  is  respectfully  submitted. 

Pheitmatic  Transit  Co., 

Bv  Chas.  T.  Harrop, 

V  r 

Secretary. 


The  iViiERiCAN  Appraisal  Co., 

Neiu  York,  N.  F..  May  16,  191S. 

The  Pneumatic  Transit  Co., 

Philadelphia,  Pa. 

Gentlemen  :  In  compliance  with  your  instructions  we  have  made  an  appraisal  of 
your  physical  property. 

This  appraisal  covers  power-generating  plants,  receiving  and  transmitting  stations, 
underground  tubes,  electric  wiring,  and  everything  pertaining  to  the  actual  cost  of 
the  installation  of  the  pneumatic  mail  tube  system. 
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The  figures  Mre  have  arrived  at  include  contractors’  profit,  engineers’  fee,  plaHs, 
superintendence,  and  inspection  during  construction,  and  are  as  follows; 

Replacement  value,  new .  §82(i.  (51  ] 

Sound  or  depreciated  value,  after  making  due  allowance  for  wear  and  tear, 

based  on  age  and  present  condition .  781,  694 

•  % 

We  consider  tlie  above  valuation  to  be  conservative,  and  believe  they  represent 
the  fair  value  of  this  property  at  the  present  time. 

Attached  hereto  you  will  find  a  summary'-  showing  both  replacement  value  and 
sound  ^-aliie  of  the  various  stations,  including  also  such  items  as  supplies,  extra  car¬ 
riers,  and  machine-shop  equipment. 

Yours,  very  Truly, 

The  American  Appraisal  Co., 
By  W.  C.  Froemke,  Manager. 

H.  E.  Hawkes,  Appraiser. 

ThePnewaaiic  Transit  Co.,  Philadelphia,  Pa. — Summary  of  staiions,  lines,  supplies,  etc. 


9.9999  miles  of  lines,  including  carriers . 

North  Phiiadelphia  Station _ _ 

Philadelphia  Bourse  Station . . 

Fairhill  Station . . 

Station  J . 

Station  O . 

Philadelphia  &  Reading  Station . 

Central  post  office . . 

Station  S . . 

Southwark . . 

Station  D . . . 

Broad  Street  Station . 

Station  C . . 

Machine  shop . 

Supplies,  exfia  carriers,  etc . 


Total. 


Repro¬ 

ductive. 

Depre¬ 

ciated. 

S589, 866 

$575, 120 

9,786 

8,199 

4,220 

3,376 

14,687 

12, 806 

26,063 

22,  457 

17,(K)0 

14,960 

3,901 

3,687 

47,428 

41,686 

24,688 

20,726 

17, 013 

14,652 

15, 969 

13.692 

17,937 

15,861 

15, 806 

13,225 

3,862 

2,862 

18, 385  : 

18.385 

826, 611 

781,694 

The  American  Appraisal  Go, 
W.  C.  Froemke,  Manager. 

H.  E.  Hawkes,  Appraiser. 


^Vax  Ctelder,  Knoeppel  <fe  Young, 

Engineers  and  Accountants, 

55  Liberty  Street,  New  York,  May  28,  1913. 

Pneuaiatic  Transit  Co., 

Philadelphia,  Pa. 

Gentlemen:  In  accordance  with  your  request,  we  have  prepared  and  are  sub¬ 
mitting  herewith  a  statement  of  voiir  fixed  assets  as  of  Januart'  3,  1913,  as  follows: 

Plant  and  equipment,  Schedule  A .  $781,  694.  00 

Patent  rights,  Schedule  B .  300,  000.  00 

Organization,  Schedule  C .  172, 487.  00 

Going  value,  Schedule  D .  299’  797.  30 

Contracts .  15o’  OOo!  00 

Total .  1,  703,  978.  30 

The  valuation  of  your  plant  and  equipment  as  herein  shown  was  made  by  the 
American  Appraisal  Co.,  copy  of  whose  report  forms  Schedule  A  hereof. 

The  patent  rights  consist  of  the  Philadelphia,  rights  in  all  patents  and  invention.^ 
j  owned  or  obtained  by  the  Batcheller  Pneumatic  Tube  Co.  during  the  entire  period 
of  its  existence.  These  rights  were  purchased  on  December  15,  1892,  the  considera¬ 
tion  being  .$200,000  of  your  company’s  common  stock.  As  this  contract  had  been 
I  mislaid  at  the  time  of  our  examination,  we  were  furnished  with  a  certificate  from  the 
Idirectors  of  the  Batcheller  Pneumatic  Tube  Co.,  setting  forth  the  contents  thereof. 
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Also  included  in  the  item  of  patent  rights  are  the  Philadelphia  rights  in  what  is 
known  as  the  Electric  Dispatch  System,  which  your  company  acquired  on  January 
3,  1913,  for  $100,000  of  its  preferred  stock. 

The  amount  included  for  organization  represents  the  overhead  on  construction, 
which  is  based  on  reasonable  percentages  of  the  reproductive  cost  of  the  plant  as 
at  the  time  of  construction.  The  actual  amounts  expended  by  your  company  were 
so  far  in  excess  of  the  amounts  usually  allowed  that  we  have  not  attempted  to  use 
them  in  determining  what  should  constitute  a  fair  charge  for  the  same. 

The  going  value  of  your  business  comprises  the  cost  of  developing  the  same  from 
the  commencement  of  operation  to  the  present  time.  Your  company  has  not  yet 
reached  the  state  of  a  true  going  concern,  due  to  the  fact  that  the  rate  obtained  "for 
its  services  has  not  been  sufficient  to  enable  it  to  cover  normal  operating  expenses. 
The  annual  deficit  arising  from  this  condition  is,  therefore,  considered  as  a  proper 
charge  to  your  going  value,  as  being  so  much  additional  money  put  into  development. 

We  are  advised  that  a  contract  is  pending  covering  the  use  of  a  device  called  the 
‘‘time  lock,”  for  which  an  application  for  patent  v/as  made  on  November  1, 1911,  by 
Robert  Ball  (serial  number  of  which  is  658081)..  Under  the  terms  of  this  contract  your 
company  obtains  the  use  of  this  deffice  on  the  payment  of  a  royalty  of  one-half  of  the 
saving  in  the  electric  power  consumed,  which  royalty  is  approximately  $12,500  per 
annum.  A  release  from  such  royalties  may  be  secured  by  the  payment  of  a  lump 
sum  of  $150,000,  thereby  securing  a  complete  title  to  the  license  to  use  this  device 
in  the  city  of  Philadelphia  and  within  a  radius  of  20  miles  of  Camden,  N.  J.,  and 
on  this  basis  your  company  values  the  same  at  $150,000. 

Yours,  very  truly. 

Van  Gelder,  Knoeppel  &  Young. 

F.  W.  Witherell, 

Engineer  in  charge. 


The  American  Appraisal  Co., 

New  York,  N.  Y.,  May  16,  1913. 

Pneumatic  Transit  Go.,  PhUadeljphia,  Pa. 

Gentlemen:  In  compliance  with  your  instructions,  we  have  made  an  appraisal  of 
your  physical  property. 

This  appraisal  covers  power-generating  plants,  receiving  and  transmitting  stations, 
underground  tubes,  electric  wiring,  and  everything  pertaining  to  the  actual  cost  of 
the  installation  of  the  pneumatic  mail  tube  system. 

The  figures  we  have  arrived  at  include  contractors’  profit,  engineers’  fees,  plans. 


superintendence  and  inspection  during  construction,  and  are  as  follows: 

Replacement  value,  new .  $826,  611 

Sound  or  depreciated  value,  after  making  due  allowance  for  wear  and  tear, 
based  on  age  and  present  condition .  781,  694 


We  consider  the  above  valuation  to  be  conservative  and  believe  they  represent  the 
fair  value  of  this  property  at  the  present  time. 

Attached  hereto  you  will  find  a  summary  showing  both  replacement  value  and 
sound  value  of  the  various  stations,  including  also  such  items  as  supplies,  extra  carriers 
and  machine-shop  equipment. 


Yours,  very  truly. 


The  American  Appraisal  Co, 
By  W.  C.  Froemke, 

Manager. 

By  H.  E.  Hawkes, 

Appraiser. 


(Schedule  A.) 
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The  Fneiimattc  Transit  Co.,  Philadelphia,  Pa. — Summary  of  stations,  lines,  supplies,  clr. 


Reproduc¬ 

tive. 

Depreci¬ 

ated. 

9.9999  miles  of  lines,  including  carriers . 

S.589, 866 
9, 786 
4,220 

14.687 
26, 063 
17,000 

3,901 

47,428 

24.688 
17,013 
15, 969 
17,937 
15,806 

3,862 
18, 385 

S.575,  120 
8, 199 
3,376 
12, 806 
22, 457 
14,960 
3,687 
41,686 
20, 726 
14,652 
13,  692 
15, 861 
13, 225 
2, 862 
18, 385 

North  Philadelphia  Station . . . 

Philadelphia  Bourse  Station . 

Fairhill  Station  . 

Station  J . 

Station  C^ . 

Philadelphia  and  Reading  Station . . . 

Central  post  office  . 

Station  B  2  . 

Southwark  . 

Station  D . 

Broad  Street  Station . 

Station  C . 

Machine  shop . 

Supplies,  extra  carriers,  etc . 

Total . 

826,611 

781, 694 

(Schedule  A.) 

P  Error;  should  be  Station  0.1 
\2  Error;  should  be  Station  S.  J 


The  American  Appraisal  Co. 
W.  C.  Froemke, 

Manager. 

H.  E.  Hawkes, 

Appraiser . 


PATENT  RIGHTS. 

The  following  patents  have  been  obtained  by  the  Batcheller  Pneumatic  Tube  Co., 
and  your  company  is  entitled,  under  the  terms  of  the  agreement  executed  December 
15, 1892,  to  use  the  same  in  Philadelphia  and  within  a  radius  of  20  miles  of  Camden, 

N.  J.: 


567,067 

568.291 
585,498 
585,647 

590.181 

595.754 

595.755 

595.756 
602,422 

623.968 

623.969 

623.970 

623.971 

623.972 

623.973 
657,078 
6.57,079 
666,175 
700,607 

706.291 
707,071 
721,476 
722,667 

746.266 

746.267 
749,152 

627.181 
635,434 
654,690 
666,747 
683,022 

683.140 

683.141 


No. 


Date  of  issue. 


Inventor. 


Sept.  1,1896 
Sept.  22, 1896 
June  29,1897 
July  6, 1897 
Sept.  14, 1897 
Dee.  21,1897 

- do . 

- do . 

Apr.  19,1898 
May  2, 1899 

_ do . 

_ do _ ... 

_ do . 

_ do . 

....do . 

Sept.  4,1900 

_ do . 

Jan.  15,1901 
May  20,1902 
Aug.  5, 1902 
Aug.  19,1902 
Feb.  24,1903 
Mar.  17,1903 
Dec.  8, 1903 

- do . 

Jan.  12,1904 
June  20, 1899 
Oct.  24,1899 
July  31,1900 
Jan.  29,1901 
Sept.  24, 1901 

- do . 

_ do . 


B.  C.  Batcheller. 
Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Fordyce. 

Do. 

Townsend. 

Fordyce. 

Cowley 

Pike. 

Do. 


No. 

Date  of  issue. 

683,387 . 

Sept.  24,  iool 
Oct.  15, 1901 

684'715 . 

685'674 . 

Oct.  29;  1901 

689;043 . 

Dec.  17',  1901 

698^830 . 

Apr.  29;  1902 
June  24, 1902 
Aug.  12, 1902 
Mar.  10,1903 
Apr.  21,1903 
. do . 

703'l20 . 

706,639 . 

722,.562 . 

726,022 . 

726,017 . 

625 '097 . 

. do . 

742'513 

Oct.  27,1903 
. do . 

742,514 . 

742,515 . 

. do . 

742,516 . 

. do . 

742,517 . 

. do . 

742,390 . 

. do . 

758,562 . 

760,658 . 

760,569 . 

May  24, 1904 

. do . 

. do  . 

768,030 . 

Mar.  23,1904 

768,031 . 

Aug.  23,' 1904 
Oct.  25,1904 

772;973 . 

775',949 . 

779,638 . 

780,595 . 

782,106 . 

Nov.  29,1904 
Jan.  10, 1905 
Jan.  24, 1905 
Feb.  7, 1905 

783; 151 . 

784,225 . 

Feb.  21;  1905 
Mar.  7, 1905 

790;456 . 

May  23' 1905 
. do  _ 

790;457 . 

796',263 . 

Aug.  1, 1905 
Oct.  3, 1905 

800;884 . 

Inventor. 


Cowley. 

Pike. 

Cowley. 

Fordyce. 

Do. 

Danlej'. 

Cowley. 

Burton. 

Do. 

Blanchand. 

Pike. 

Stoddard. 

Do. 

I  Do. 

1  Do. 

I  Do. 

I  Burton. 

!  Stoddard, 
i  Do. 

I  Do. 
i  Burton. 

Do. 

Stoddard. 

Do. 

Burton. 

Do. 

Stoddard. 

Do. 

Pike. 

'  Do. 

Do. 

Stoddard. 

Do. 


■4 


S.  Doc.  615,  63-2 
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The  following  patents  and  applications  cover  what  is  known  as  the  Electric  Dis¬ 
patch  System: 


No. 

Date  of  issue. 

Inventor. 

No. 

Date  of  issue. 

Inventor. 

1,040,810 . 

104,811 . 

693,0741 . 

Aug.  22,1912 
Oct.  10,1912 
_ .do . 

K.  E.  Stuart. 

Do. 

Do. 

581,2081 . 

693,9731 . 

Pending . 

K.  E.  Stuart. 

Do, 

1  Serial  number. 

(Schedule  B.) 

OKGAXIZATION'. 


In  determining  the  charges  properly  included  in  this  item,  we  have  used  the 
following  percentages,  which  are  supported  hy  numerous  decisions  of  the  courts  and 
commissions  having  jurisdiction  in  these  matters; 

Per  cent. 


Promotion  and  preliminaiy  expense . 

Legal  expenses  in  connection  with  organization  and  con¬ 
struction . 

Prelhninary  financing . 

Discount  on*  securities . 

Interest  during  construction . 

Contingencies . 


Total 


3 

$20, 699 

1 

6.899 

o 

13, 798 

12 

82,.794 

5 

34.  498 

o 

13,  799 

25 

172.487 

Among  the  more  recent  decisions  and  awards  beariiig  on  these  matters  are  the 
following: 

In  the  appraisal  of  the  Chicago  Consolidated  Traction  Co.,  made  in  accordance  with 
the  ordinance  passed  October  10,  1910.  the  following  percentages  were  allowed: 

Per  cent. 


Organization,  enghieering,  a;nd  incidentals .  14.  6 

Legal  expenses,  interest,  and  contingencies . .  5.  8 

Conducting  work,  furnishing  equipment,  and  brokerage . .  18.0 


Total 


38.  4 


The  New  York  Public  Seinice  Commission,  fii-st  district,  re  Metropolitan  Street 
Railway  Co.,  reorganization  3,  Public  .Service  Commission,  first  district  (N.  Y.), 
113,165,  decided  February  27,  1912,  discusses  this  feature  as  follows: 

‘•There  are  certain  expenses  connected  with  every  undertaking  w'hich  are  not 
represented  by  physical  property,  but  which  must  be  incurred  before  the  undertaking 
is  operated.  Laww-ers  and  engineers  must  be  consulted.  Permits  must  be  secured. 
Interest  and  taxes  dining  the  period  of  construction  must  be  paid,  and  as  there  are 
no  earnings,  they  must  be  included  as  part  of  the  cost  of  the  undertaking.  There  are 
also  other  expenses  connected  with  the  experimental  and  trial  operation  of  machinery 
and  the  adjustment  of  various  parts  of  the  enterprise,  which  antedate  operation.” 

“Ordinarily,  one  would  expect  that  the  company  itseh  would  have  data  upon 
which  to  base  an  estimate  of  a  reasonable  allowance  for  these  items,  but  no  such 
data  have  been  produced.  In  other  cases  decided  by  the  commission,  when  an  ( 
esthnate  has  been  necessary,  the  amounts  allowed  for  promotion  of  the  origimtl  scheme,  | 
the  securing  of  rights  and  permits,  experhnental  opei-ation,  adjustment  of  system, 
preliminary  legal  fees,  and  technical  advice  have  varied  from  54  to  8  per  cent  of  the  , 
reproduction  cost  of  the  plant  plus  the  cost  of  the  land.'’  (Y.Tiitten.  266.)  ' 

During  the  past  few  years  the  public  service  commissions  ha'V'e  approv-ed  the  iseu-  < 
ing  of  bonds  at  discount  vaiwdng  from  zero  to  25  per  cent,  depending  upon  the  local  j 
conditions  and  the  corporation  being  considered.  The  Railroad  Oonunission  of  lYis-  I 
consin  has  found  it  necessary  to  permit  the  selling  of  bonds  at  not  less  than  75,  whereas  j 
the  Public  Service  Commission  of  New  York  State  has  usually  fixed  85  as  the  mini-  1 
mum  price,  although  in  a  number  of  instances  authorizing  the  sale  of  bonds  as  low  as 
80.  As  indicating  average  figures  it  is  interesting  to  note  that  the  Public  Service 
Commission  of  New  York,  second  district,  reported  that  it  had  authorized  in  1908  • 

$63,000,000  bonds,  par  value,  to  be  issued,  cairying  an  average  rate  of  interest  of 
4.29  per  cent,  which  brought  an  average  price  of  sale  of  88.  The  same  commission,  J 
in  1909,  authorized  $39,000,000  of  bonds  wdiich  sold  at  87.6.  so  that,  for  New  Abrk  4 
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State,  not  including  New  York  City,  a  discount  of  about  12  per  cent  would  Hoeni  to 
be  an  average  figure. 

The  Wisconsin  Railroad  Commission  has  made  an  allowance  for  the  cost  of  financing 
both  in  condemnation  and  rate  cases.  In  the  case  of  Hill  v.  Antigo  Water  (b.,  decide(l 
August  3,  1909,  we  find  the  following: 

“The  plant  in  question  here,  for  instance,  was  built  by  borrowed  money,  or  by  the 
sale  of  securities  which  not  only  bear  interest  at  6  per  cent  from  the  time  they  were 
issued,  but  which  also  had  to  be  discounted  at  not  less  than  8  per  cent  besides.  In 
other  words,  they  brought  8  per  cent  less  than  par  value  in  the  money  markets.  If 
the  plant  was  needed  and  these  were  the  best  terms  upon  which  the  capital  for  its 
construction  could  be  obtained,  it  is  certainly  difficult  to  see  what  other  disposition 
can  be  made  of  these  charges  than  to  include  them  in  the  cost  of  the  plant,  at  least 
until  they  can  be  written  off  from  earnings,  if  this  course  should  be  found  to  be  advis¬ 
able.  For  it  is  clear  that  no  private  party  would  enter  a  business  of  this  kind  if  they 
had  to  foot  such  losses  out  of  their  own  pockets.  Such  interests  and  discounts,  there¬ 
fore,  often  constitute  a  part  of  the  price  upon  which  the  consumers  must  pay  interest 
if  they  desire  the  conveniences  that  are  offered  by  the  utilities,  because  these  are 
usually  the  best  terms  upon  which  such  utilities  can  be  had.  These  facts  indicate 
quite  clearly  that  the  amount  for  which  interest  or  discount  that  it  may  become 
necessary  to  include  ^n  the  construction  account,  is  a  question  that  depends  upon 
the  facts  in  each  particular  case,  and  that  it  is  a  matter  that  can  not  always  be  deter¬ 
mined  in  advance.’’ 

In  the  matter  of  an  allowance  for  interest  during  construction,  the  New  York  Public 
Service  Commission  of  the  first  district  usually  allows  6  per  cent  as  a  proper  rate. 

The  United  States  Supreme  Court,  in  the  Consolidated  Gas  case,  upheld  the  master’s 
allowance  of  a  total  of  5  per  cent  on  the  value  of  the  entire  plant,  while  the  railroad 
commission  of  Wisconsin  has  uniformly  adoj)ted  the  rate  of  6  per  cent  per  annum 
for  interest  during  construction.  In  discussing  the  matter  the  railroad  commission 
of  Wisconsin  (State  Journal  Printing  Co.  v.  Madison  Gas  &  Electric  Co.,  Mar.  8, 
1910)  sets  forth  its  views  as  follows: 

“Respondent  claimed  that  interest  during  construction  should  be  computed  at  the 
rate  of  6  per  cent.  That  interest  for  such  purpose  is  a  proper  item  of  value  is  indis¬ 
putable.  Where  the  plant  construction  is  financed  by  borrowing,  the  use  of  such 
money  must  be  paid  for  in  form  of  interest.  Where  the  corporation  finances  itself 
and  no  money  is  borrowed,  an  interest  charge  is  nevertheless  incurred  for  the  money 
thus  occupied  during  construction  is  entitled  to. current  interest  for  the  period  so 
engaged.  The  amount  to  be  allowed  for  the  purpose  of  valuation  from  a  theoretical 
standpoint  at  least  should  be  at  the  current  rate  for  the  money  from  the  time  when 
financing  must  be  arranged,  directly  preceding  the  beginning  of  construction,  until 
the  completion  of  the  plant.  It  is  not  difficult  to  conceive  of  conditions  under  which 
the  interest  as  so  computed  would  be  a  very  large  item,  since  organization  and  fran¬ 
chise  expenses  and  land  purchases  may  be  long  in  advance  of  actual  construction.” 

In  regard  to  the  item  of  contingencies,  further  reference  is  made  to  the  Wisconsin 
railroad  commission,  which  has  uniformly  added  a  small  percentage  for  the  same.  A 
case  in  point  is  that  of  the  City  of  Beloit  v.  Beloit  Water,  Gas  &  Electric  Co.,  decided 
.July  19,  1911  (7  W.  R.  C.^  R.,  187,  239):_ 

“It  is  ordinarily  impossible  for  the  designer  of  plants,  such  as  those  involved  herein, 
to  foresee  the  exact  conditions  and  contingencies  which  may  be  encountered  in  the 
actual  construction  work.  This  is  true  to  some  extent  even  where  specifications  and 
estimates  are  drawn  by  men  of  large  experience  and  familiarity  with  local  conditions. 
Again,  it  is  seldom  but  what  departures  are  made  from  specifications,  due  to  new 
inventions,  changes  of  policy  on  the  part  of  those  in  control  of  the  work,  the  encoun¬ 
tering  of  unforeseen  conditions,  and  for  numerous  other  reasons.  In  fact,  Bpecifications 
are  often  purposely  left  open  in  some  particulars  to  permit  of  changes  due  to  later 
decisions  by  those  in  charge.  On  the  other  hand,  the  cost  of  reproduction  of  such 
properties  is  made  after  the  plant  has  been  completed  and  with  all  units  and  equip- 
ment  in  place  and  the  plant  in  operation.  Access  is  often  had  in  valuation  work  of 
this  kind  to  the  books  and  records  showing  the  actual  cost  of  construction  of  all  or  a 
part  of  the  physical  property.  Again,  where  unusual  conditions  v.^ere  met  in  the 
construction  work  which  called  for  particular  skill  and  caused  additional  expense  not 
provided  for  in  the  original  estimates,  these  circumstances  are  not  commonly  per¬ 
mitted  to  escape  the  attention  of  those  conducting  the  inventory  and  appraisal.” 
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OOrN(;  VALUE. 

The  following  statement  shows  the  accumulated  deficit  arising  from  the  difference 
between  normal  charges  for  o])erating  expenses,  administration,  depreciation,  and 
interest,  and  the  gross  revenue  received  by  your  company  from  the  commencement 
of  operation  to  December  31,  1912: 


Operating  expenses .  $682,  916.  00 

Administration .  210,  250.  00 

Depreciation .  150,  410.  00 

Interest .  376,  110.  00 


Total  changes .  1,  419,  686.  00 

Gross  revcuiue  receh’ed .  1,  119,  888.  70 


Deficit .  299,  797.  30 


The  charges,  reA^enue,  and  deficit  for  eacli  year  are  shown  in  the  following  statement: 


Y  ear. 

General 

operating 

expenses. 

Admin¬ 

istration. 

Deprecia¬ 

tion. 

Interest. 

Total. 

Revenne. 

Deficit. 

1893 . 

810, 000. 00 

$4,2.50.00 

$1,290.00 

$3,230.00 

$18, 770. 00 

None. 

$18,770.00 

1894 . 

20, 850. 00 

6,000.00 

1,290.00 

3,230.00 

31,370.00 

S3, 400. 00 

27, 970. 00 

1895 . 

12, 100. 00 

7,000. 00 

1,290.00 

3,2.30. 00 

23,620.00 

3,400.00 

20,220.00 

1896 . 

12, 100. 00 

7,000.00 

1,290.00 

3,230.00 

23,620.00 

3,400.00 

20,220.00 

1897 . 

12, 100. 00 

8,000.00 

1,290. 00 

3,230.00 

24, 620. 00 

3,400.00 

21, 220. 00 

1898 . 

12, 900. 00 

9, 000. 00 

3, 250. 00 

8, 120.00 

33, 270. 00 

34,566. 00 

1,296.00 

1899 . 

16, 000. 00 

10,000.00 

3,250.00 

8, 120.00 

37,370. 00 

40,966.00 

3,596.00 

1900 . 

16,000.00 

10,000. 00 

3,250. 00 

8, 120.00 

37,370.00 

40,966.00 

3,596.00 

1901 . 

8, 700. 00 

10, 000. 00 

3,250.00 

8, 120. 00 

30,070. 00 

21,493.00 

8,577.00 

1902 . 

8, 800. 00 

10,000.00 

3,250. 00 

8,120.00 

30, 170. 00 

19,482.26 

10,687.74 

1903 . 

16, 000.  00 

11,000.00 

3,250.00 

8, 120. 00 

38,370.00 

33,358. 80 

5,011.20 

1904 . 

16, 000.  00 

11, 000. 00 

3, 250. 00 

8, 120. 00 

38,370.00 

25, 514. 00 

12, 8-56. 00 

1905 . 

16, 000.  00 

11,000.00 

3, 250. 00 

8, 120. 00 

38,370.00 

24,504. 00 

13, 866.  OO 

1906 . 

43, 000.  00 

12,000.00 

8, 780. 00 

21, 900. 00 

85,680.00 

62,778. 67 

22,901.33 

1907 . 

46, 686.  00 

12, 000. 00 

8,780.00 

21,900.00 

89,366.00 

66, 120. 65 

23,245.35 

1908 . 

71,410.00 

13, 000. 00 

‘  13,600.00 

34, 100. 00 

132, 110. 00 

106,342.06 

25,767. 94 

1909 . 

78, 500. 00 

14,000. 00 

19,000. 00 

47,500.00 

159,000.00 

134, 856. 04 

24, 143. 96 

1910 . 

91,282.00 

15, 000. 00 

21,400. 00 

53,600.00 

181,282.00 

155, 344. 63 

25,937. 37 

1911 . 

91,988.00 

15, 000. 00 

23,200. 00 

58, 000. 00 

188, 188. 00 

169, 998. 29 

18, 189. 71 

1912 . 

82, 500. 00 

15, 000. 00 

23,200.00 

58, 000.  00 

178,700.00 

169,998.30 

8,701. 70 

Total . 

682,916.00 

210,250.00 

150,410.00 

376, 110. 00 

1,419,686.00 

1,119,888.  70 

299, 797. 30 

The  operating  expenses  have  wherever  possible  been  taken  from  the  books  and 
records  of  your  company,  and  where  these  figures  were  not  available  haa^e  been  esti¬ 
mated  on  the  basis  of  the  length  of  line  and  amount  of  equipment  in  use.  To  these 
figures  have  been  added  the  cost  of  line  changes  and  supersession  of  machineryL 

The  books  of  your  company  do  not  disclose  any  charges  for  administration.  Our 
understanding  is  that  the  officers*  of  your  company  acted  without  charge  and  devoted 
their  time  and  services  to  the  interest  of  the  company,  thus  creating  equities  in  the 
property,  and  incidentally  enhancing  the  A^alue  of  their  holdings,  as  they  were  all 
substantial  stockholders  in  the  company.  The  figures  included,  therefore,  are  those 
furnished  to  us  by  the  officials  of  5"our  company  as  constituting  a  fair  charge  for  their 
services. 

The  depreciation  charged  each  year  has  been  ba^^ed  on  the  life  of  the  various  parts 
of  your  plant,  which  we  estimate  to  be  as  follows: 

Years. 


Pipeline .  100 

MachinerAg  average . 25 

Carriers .  10 


The  aA’erage  depreciation  based  on  the  aboA’e  being  2.4  per  cent. 

The  amount  included  for  interest  on  inA^ested  capital  is  based  on  6  per  cent  of  the 
cost  of  construction  plus  overhead. 

The  revenue  taken  is  the  gross  amount  of  reA'enue  receiA'ed  by  your  company,  as 
shov.m  by  your  books  and  records. 
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The  following  decisions  affecting  going  value  are  cited: 

In  the  case  of  the  Norvdch  Gas  &  Electric  Co.  v.  The  City  of  Norwich,  Conn. ,  decided 
April  14,  1904  (75  Conn.,  565;  57  Atl.,  746),  Judge  Baldwin,  of  the  supreme  court  of 
errors,  delivered  the  opinion  of  the  court,  as  follows: 

“It  was  also  proper  for  the  commission  to  pay  regard  to  the  fact  that  the  plaintiff 
had  an  established  business,  built  up  after  experiments  and  changes  during  a  long 
period.  (Gloucester  Water  Supply  Co.  v.  Gloucester,  179  Mass.,  365;  60  N.  E.,  977.) 
The  commission  reports  that  it  considered,  in  connection  with  these  facts,  that  the 
plaintiff’s  business  had  been  thus  ‘built  up  at  the  risk  of  private  capital.’  It  in¬ 
disputably  had  been  so  built  up,  and  whatever  had  been  sunk  in  experiments  in 
order  to  secure,  and  with  the  result  of  securing,  a  good  working  plant  was  properly 
considered  as  entering  to  some  extent  into  the  value  of  that  plant  ”  (pp.  751 , 752). 

In  the  case  of  the  City  of  Omaha  v.  The  Omaha  Water  Co.  (218  U.  S.,  180;  30  Sup. 
Ct.,  615;  54  L.  ed._,  991,  May  31,  1910),  Justice  Lurton,  of  the  Supreme  Court  of  the 
United  States,  delivered  the  opinion  of  the  court,  as  follows: 

“The  appraisers  in  making  their  estimate  of  valuation  included  1562,712.45  for 
the  ‘going  value.’  This  separation  of  an  element  contributing  to  the  value  of  each 
tangible  part  was  done  because  required  to  be  done  under  an  order  made  in  the  cir¬ 
cuit  court  in  a  suit  in  which  the  water  board  of  the  city  of  Omaha  was  complainant 
and  the  members  of  the  board  of  appraisers  and  the  water  company  were  defendants. 
The  object  of  that  suit  was  to  instruct  the  appraisers  in  respect  to  the  mode  and 
manner  in  which  they  should  proceed.  An  order  resulted  which  required  the  board 
to  report  the  separate  elements  making  up  the  aggregate  value  of*the  plant. 

“The  option  to  purchase  excluded  any  value  on  account  of  unexpired  franchise; 
but  it  dM  not  limit  the  value  to  the  bare  bones  of  the  plant,  its  physical  properties, 
such  as  its  lands,  its  machinery,  its  w’ater  pipes  or  settling  reservoirs,  nor  to  what  it 
"would  take  to  reproduce  each  of  its  physical  features.  The  value  in  equity  and 
justice  must  include  whatever  is  contributed  by  the  fact  of  the  connection  of  the 
items  niaking  a  complete  and  operating  plant.  The  difference  between  a  dead  plant 
and  a  live  one  is  a  real  value,  and  is  independent  of  any  franchise  to  go  on,  or  any 
mere  good  will  as  between  such  a  plant  and  its  customers.  That  kind  of  good  will, 
as  suggested  in  Willcox  v.  Consolidated  Gas  Co.  (212  U.  S.,  19),  is  of  little  or  no  com¬ 
mercial  value  when  the  business  is,  as  here,  a  natural  monopoly,  with  which  the  cus¬ 
tomer  must  deal,  whether  he  will  or  no.  That  there  is  a  difference  between  even  the 
cost  of  duplication,  less_  depreciation,  of  the  elements  making  up  the  water  company 
plant  and  the  commercial  value  of  the  business  as  a  going  concern  is  evident.” 

In  the  case  of  the  Gloucester  Water  Supply  Co.  v.  The  City  of  Gloucester  (179  Mass. , 
365;  60  N.  E.,  977),  Judge  Loring  delivered  the  opinion  of  the  court,  as  follows: 

“It  is  plain  that  the  real  commercial  market  v'alue  of  the  property  of  the  water 
company  is,  or  may  be,  in  fact,  greater  than  ‘the  cost  of  reproduction,  less  deprecia¬ 
tion,  of  the  different  features  of  the  physical  plant.’  Take,  for  example,  a  manufac¬ 
turing  plant.  Suppose  one  manufacturing  plant  has  been  established  for  some  10 
years  and  is  doing  a  good  business  and  is  sold  as  a  going  concern.  It  will  sell  for  more 
on  the  market  than  a  similar  plant  reproduced  physically  w^ould  sell  for  immediately 
on  its  completion,  before  it  had  acquired  any  business.  (National  Waterworks  of 
New  York  v.  Kansas  City,  10  C.  C.  A..,  653;  62  Fed.,  853;  27  U.  S.  App.,  165.)  We 
think^it  is  plain  that  there  is  nothing  in  the  provisions  of  section  16  of  the  act  in  ques¬ 
tion  (St.  1895,  c.  451)  forbidding  the  commissioners  considering  this  element  of  value, 
which,  as  we  have  seen,  in  fact  exists  *  * 
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